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CZECHOSLOVAKIA 





FUELS, ENERGY SITUATION REVIEWED 
Prague HOSPODARSKE NOVINY in Czech No 29, 1985 p 2 


(Commentary by Frantisek Antene, official of the CPCZ Central Committee: 
"Fuels and the Electric Power Industry"] 


[Text] The supply of fuels and electricity went through a very complicated 
winter period this year because, for the first time in six years, we again had 
to cope with the effects of exceptionally severe weather conditions. We had 
thoroughly learned our lesson from the developments in January 1979, when the 
sharp drop in temperature had caught us by surprise and had demonstrated in 
practice that we had not been adequately prepared at that time for extreme 
winter weather conditions. The situated had been analyzed in detail and dis- 
cussed by the highest party and state organs, and the necessary measures had 
been adopted, aimed primarily at increasing the output of steam coal from the 
coal basins in the Krusne Hory foothills, and the stocks of coal at the power 
plants. 


The engineering, construction and mining organizations were successful in 
boosting the performance of the new technological units at the strip mines, 

and in increasing the prepared reserves of coal by stepping up the stripping 
of the overburden. With the overfulfillment of the plan for the output of 
brown coal by 3.5 million metric tons, the mining industry reached already in 
1983 the 100-million-metric-ton limit that the 16th CPCZ Congress had set only 
for 1985. The mining industry was equally successful last year, overfulfilling 
the plan by more than 4.0 million metric tons. This made it possible to gradu- 
ally build up the stocks of coal at the power plants. On 31 December 1984, 

the power plants' stocks were higher by 3.7 million metric tons than in 1976. 


The two record cold spells in January and February have been a rigorous test. 
The thorough preparations at the mines, power plants, gas plants and distribu- 
tion system paid off. The cold waves did not catch us unprepared and essen- 
tially did not disrupt the operation of our fuel and power base. Whereas in 
the first two months of 1979 we had a shortfall of 323,000 metric tons in coal 
output, during the first quarter this year we fulfilled 26.8 oercent of the arn- 
nual plan. And we are exceeding the plan for the first half of this year by 
about 900,000 metric tons or 1.4 percent. 


On the whole our electric power system has passed its test in s»** -f a very 
tight balance of generating capacity that was clearly affect dy Zenerally 





critical situation of the CEMA countries' interconnected power grid, because 
the cold spells afflicted entire Burope. With the exception of not quite two 
days in January and in February (a total of 65 hours), the electric power sys- 
tem supplied our national economy without any power cuts. A decisive aspect 
of both cold spells was a sharp rise in electric power consumption, and thereby 
in the electric power system's load. On 9 January, the load reached a record 
peak of 13,116 MW, which was 10.8 percent (or 1,280 MW) more than on the same 
day in 1984. The situation was the same also around 10 February. 


The plan for electric power generation was highly overfulfilled in January and 
February (by about 560 million kWh). The annual plan was fulfilled 28.1 per- 
cent during the first quarter, specifically as a result of a sharp rise in con- 
sumption by low-voltage customers, including residential customers, where 
consumption increased by more than 12 percent over the same period last year. 
Overfulfillment of the plan for electric power generation during the first 
quarter was ensured predominantly through the more intensive utilization of 

the thermal power plants, made possible by their large stocks of coal. The 
reliable operation of nuclear power plants and the increase in nuclear generat- 
ing capacity during the second quarter reduced the output of the thermal power 
plants. Nuclear power plants already accounted for nearly 720 million kWh of 
the approximately 760 million kWh by which the plan for electric power gener- 
ation was exceeded during the first half of the year. Despite the decline of 
estimated demand in recent months, total electric power consumption during the 
first half of the year still remains high and exceeds the plan by about 740 
million kWh, a 3.6-percent increase over the same period last year. 


A fairly complicated situation arose in the supply of heating gas. Despite 
every effort, considerable cuts were necessary in supplying large-scale custom- 
ers, especially in the case of town gas, about 70 percent of which is used by 
residential and small-scale socialist customers whose supply cannot be cut. 


The system for supplying heating gas is very sensitive to temperature fluctu- 
ations, and consumption increases by about 1.0 million cubic meters when the 
temperature drops 19°C. If we did not regulate consumption, a critical pressure 
drop could occur in the distribution network, and no gas would be supplied to 
some areas, especially the ones far from the sources of supply. Thanks to 
flexible management, such a breakdown was avoided during the whole winter. 


In January and February, all our sources of supply operated at full capacity 
and fulfilled the plan reliably. The Vresova pressure gas plant, for example, 
has an available capacity of 4.0 million cubic meters of town gas per day, but 
even in the coldest periods it exceeded on several days its record limit of 

5.0 million cubic meters. And on 10 January, when the temperature was at its 
lowest, the plant achieved the highest daily output in its history, 5.5 million 
cubic meters! 


The decision to step up the construction of underground storage reservoirs for 
natural gas proved sound. Thanks to continuous deliveries from the Soviet 
Union, nearly 2.0 billion cubic meters of natural gas were stored at the begin- 
ning of winter, and it was possible to draw from storage up to 22 million cubic 
meters a day during periods of increased demand (as compared with only up to 
8.0 million cubic meters a day in 1979). But for this stored natural gas, it 
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would have been necessary to cut off all large-scale customers completely, in- 
stead of just regulating their consumption. This would have affected the oper- 
ation of the entire national economy very seriously, as was the case in a num 
ber of European countries. 


In mid-May, the Presidium of the CPCZ Central Committe evaluated the past 

period and discussed the preparations for next winter. Josef Haman, secretary 

of the CPCZ Central Committee and candidate member of its Presidium, informed 

by letter the kraj and okres committee of the party about the Presidium's con- 
clusions. The Presidium praised the initiative and great dedication of all 

workers of the fuel and power base, and in other activities, who ensured oper- 

ation under extremely severe weather conditions. However, a number of short- 

comings also became evident, and these must be eliminated and solved. The les- 

sons from them must be drawn everywhere already now, and the summer must be 

used to maximally concentrate on perfect preparations for the coming winter. 


In all areas of the national economy, within the ministries, economic produc- 
tion units, enterprises, plants and organizations, it is necessary to plan 
ahead comprehensive measures in case of possible cuts in the supply of fuels 
and energy, and of heating gas in particular, during severe cold spells, so as 
to maximaliy avoid the negative impacts on production. Before the onset of 
cold weather it is necessary to carry out the planned shutdowns and repairs of 
energy-intensive plants and equipment, and the organizations must agree in ad- 
vance on mutual assistance to speedily overcome the adverse effects of extreme 
weather conditions. 


On the basis of the experience gained, the entire system of preparations for 
winter must be refined. The superior agencies and organizations must be more 
demanding in conducting thorough physical checks of the operation of the 
energy-producing and distribution installations, and also of transportation, 
trade, services, water supply, and the maintenance of the lines of communica- 
tion during emergencies. And last but not least, constant attention must be 
devoted to the buildup of sufficient stocks of coal at the power plants and 
all production organizations. 


It is consequential that the exceptionally severe winter increased fuel and 
power consumption by about 1.5 million metric tons of standard fuel equivalent 
over the same period last year. This is 60 percent more than the increase 
planned for the entire year. In all areas of the national economy, therefore, 
efforts must be intensified to save fuels and energy, and to make their use 
more efficient. 


1014 
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CONSUMPTION INTENSITY OF PRODUCTION DISCUSSED 
Pregue HOSPODARSKE NOVINY in Czech No 29, 1985 pp 8&9 


{Article by Engineer Michal Spak, CSc, and Engineer Jan Voboril, CSc, Office 
of the Federal Government Presidium: "Productive Consumption"] 


[Text] The growth of national income in the past has been 
based on the rapid rise of production, and thereby of the 
social product as well, and on even faster rise of ali 
productive inputs. The present and particularly the coming 
Stages of development objectively demand, and ec the same 
time make possible, a basic turnaround that is associated 
with the changeover of our economy to the predjominantly 
intensive type of socialist expanded capital replacement. 
The development of productive consumption is becoming a key 
area in the solution of this task. 


Productive consumption is the aggregate of the material costs that the produc- 
tive sphere's sectors incur in the course of production. Using the net method 
of computation, Czechoslove’ *tatisiics includes here the objects of labor--in 
other words, the costs of raw materials, “els and energy, processed materials 
and semifinished products--and the depreciation of the instruments of labor 
(capital assets, and the small and short-term inventories in use). According 
to the method used primarily in planning (gross method of ccmputation), depre- 
ciation is included in produced national income, and not in productive consump- 
tion. The development of productive consumption is influenced by, among other 
things, the intensification of production specialization that manifests itself 
in the growth of ccoperation. 


Productive consumption has risen rapidly under the conditions in Czechoslovakia 
(see Fig. 1). While its share of the social product in 1950 (based on the net 

method of computation, at current prices) was 46.5 percent, in 19& it was al- 

ready 62.8 percent. Because the share of net capital formation also increased 

within the use of resources, the share of resources for nonproductive consump- 

tion gradually declined, even though the absolute volume of nonproductive con- 

sumption rose. Overall, the material intensity of produced national income 

and of the social product rose systematically (see Fig. 2). 


From the viewpoint of consumption measured in physical units, energy intensity 
and metal intensity in Czechoslovakia are declining in the long run. However, 
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the situation is different if we examine the development in value terms, repre- 
sented by the curve of total productive consumption in Fig. 2. Even more pro- 
nounced is the difference in this respect in the case of energy, especially 
after 1970. Although the energy intensity of producing national income de- 
clined during this period by more than a fifth in physical units, the specific 
national labor cost per metric ton of standard fuel equivalent [SFE] nearly 


5 





trebled. As a result, during the first three years of the current five-year 
plan alone the energy cost of produced national income increased by 19.2 per- 
cent (the share of fuels and energy within total productive consumption is 
about 8 to 10 percent). Among the productive sectors, the sharpest rise in 
energy consumption has occurred in agriculture, and the sharpest decline has 
been in transportation. 


Interesting is a comparison of the data on productive consumption at current 
prices and comparable prices (in billion korunas): 


Index 
1955 1982 1982/1955 
Productive consumption 
At current prices 116.0 840. 8 724.8 
At 1977 comparable prices 172.2 736.2 427.4 
Social product's material intensity 
At current prices 46.5 62.8 135.1 
At 1977 comparable prices 56.4 61.9 109.8 


From the above table it is evident that the growth of productive consumption 
in physical units (at comparable prices) has been considerably slower than at 
current prices, which has been reflected in slower growth of the domestic use 
of society's resources. 


The situation in this respect has begun to change for the better during the 
past 10 years, because the rise in productive consumption's share of the social 
product at comparable prices has been about 0.9 percentage point. The rise of 
material intensity at current prices has likewise developed favorably in that 
it has slowed down to about half in comparison with the past. On the whole, 
more favorable macroeconomic aggregates are obtained in the computations of 
productive consumption without depreciation, the share of which is rising con- 
tinuously. 


Under the conditions in Czechoslovakia, the rapid rise of the inputs of fuels, 
energy and raw materials influenced favorably the growth rate of production. 
At the time when these productive inputs were relatively cheaper, there was not 
enough emphasis on the need to enhance their value more and more, and to im 
prove the efficiency of their use. In this situation, it was not generally 
considered a mistake to project the long-term trends of growth even into the 
distant future. Earlier studies, for cxample, considered outputs of about 30 
million metric tons of crude steel, 130 million metric tons of brown coal, 5 
million metric tons of bituminous coal, and 2.0 miliion metric tons of plas- 
tics. These and similar studies leit their imprint also on the national econ- 
omy'’s structural development, and on the development of Czechoslovakia's 
external economic relations. Gradually the economy became extremely material 
and energy intensive in comparison with countries of the same size and the 
same level of economic development. 


International Comparisons Not Very Flattering 
International comparisons, of the evident trends and attained levels as well, 


are of great importance for an objective evaluation of productive consumption's 
development. It should be borne in mind, however, that the data base does rt 











always contain all the necessary information, especially information of a more 
aggregate nature. At the same time, the situation is somewhat more favorable 
in the case of the CEMA countries, because the reliability of the data, and al- 
so the statistical methods and approaches to pricing make for greater compara- 
bility. 





The most comprehensive information can be obtained by examining the development 
of productive consumption in five European CEMA countries from 1970 on, The 
indicators, constructed according to CEMA methods and based on current domestic 
prices, reveal certain similar features of development, and also certain speci- 
fic results attained in recent years. The similar features of development in- 
clude particularly productive consumption's rising share of the social product 
in 1970-1980 (increases of 6.2 percentage points in Hungary, 4.4 in Bulgaria, 
3.3 in Czechoslovakia, 2.2 in the Soviet Union, and 0.7 percentage point in 
the German Democratic Republic), and its more moderate rise and even decline 

in 1981-1983 (increases of 0.4 percentage point in Czechoslovakia, 1.0 in the 
Soviet Union, and 1.1 percentage points in Bulgaria; declines of 0.8 percent- 
age point in Hungary, and 1.4 percentage points in the GDR). 


The development of productive consumption in the investigated socialist coun- 
tries at current prices, which includes also the imp of price movements in 
foreign trade, does not necessarily mean that the management of raw materials, 
processed materials, fuels and energy is deteriorating when productive consump- 
tion is rising at a rate faster than the growth rate of the social product or 
national income. In its consequences, nonetheless, such development limits the 
creation of resources. Furthermore, it proves that the high energy and materi- 
al intensity of produced national income is a certain limiting factor of eco- 
nomic growth, in view of the rise in the prices of fuels and raw materials. 
From the viewpoint of intensification, the development of productive consump- 
tion is interesting in the GDR among the socialist countries. There, at the 
mentioned decline of productive consumption as a share of the social product, 
also the absolute volume of productive consumption has essentially stagnated 

in recent years (it amounted to 365.8 billion marks in 1981, 362.7 billion in 
1982, and 368.6 billion in 1983). 


International comparisons, per capita or per unit of net output, show that our 
consumption of fuels and energy, steel, cement, plastics, etc. is significantly 
higher than in (the world's economies at the same level of development. The 
following data, for 198, confirm this: 

Per capita consumption of 





Country Primary sources of energy Steel 
__™t(metric tons of SFE) (kijograms ) 

Czechoslovakia 6.48 729 
German Democratic Republic 7.408 ° 
Poland 5.590 527 
Hungary 3. 850 330 
Soviet Union 5.595 e 
Federal Republic of Germany 5.727 549 
Austria 4.160 354 
France 4,351 373 
Great Britain 4. 835 247 
Japan 3.690 629 
United States 10.410 508 


Source: "Ukazatele hospodarskeho vyvoje v zahranici" [Indicators of Economic 
Development Abroad], UVTEI [Center for Scientific, Technical and Economic In- 
formation], Prague, 1982. 








As we very well know, the high energy and raw-material intensity of our economy 
stems from a number of factors. The most important ones among them are as fol- 
lows: 


--The sectoral structure of our economy, where industry accounts for 54 percent 
of the final consumption of energy, as compared with only about 40 percent in 
the developed capitalist countries. The share of agriculture, too, is higher. 


--The high proportion of energy-intensive sectors (Czechoslovakia ranked third 
in the world in 198 in per capita production ot pig iron, first in the produc- 
tion of steel, sixth in the production of cement, etc.; at the same time, the 
technologies of these sectors are somewhat more obsolete, and therefore more 
energy intensive, in our country than abroad). 


--The unfavorable structure of our primary sources of energy. A high propor- 
tion of coal (roughly 64 percent in 1980), and brown coai at that, is charac- 
teristic of Czechoslovakia's balance of primary sources of energy. That same 
year the share of coal was 34 percent in the Soviet Union's balance, 23 percent 
in the United States, 40 percent in Great Britain, 35 percent in the Federal 
Republic of Germany, and 27 percent in Belgium. ergy transformation from 
coale-whether into heat, electricity or gas--is less efficient than from petro- 
leum or natural gas. 


--A relatively higher proportion of obsolete plants and equipment whose produc- 
tive consumption is higher. The worsening utilization of fixed assets (often 
even of modern fixed assets) limits the production of national income and con- 
tributes to its higher energy intensity. 


Other reasons of our economy's high energy and raw-material intensity include 
the commodity structure of our external economic relations, the managing 
sphere's inadequate attention to the development of productive consumption, 
certain problems in value relations, etc. 


It is fairly difficult to compare total productive consumption in our economy 
with the economies of the industrially developed capitalist countries, due 
primarily to differences in the methods of statistical reporting. In his arti- 
cle entitled "Relationships Among the Productive Factors in the Process of In- 
tensification" (POLITICKA EKONOMIE, No 1, 1985), Sngineer Jan Klacek, CSc, ar- 
rives at interesting and unusual conclusions in this respect, by analyzing the 
efficiency of the productive faccors in relation to the gross output of manu- 
facturing in the United States, Japan and Austria in the 1960's and 1970's. 

He demonstrates that the intensification of these economies took place parallel 
with a rise in the total input of the traditional productive factors, and only 
the input of labor showed a systematic decline. Thus the improvement of par- 
tial efficiencies (capital efficiency, labor productivity, energy efficiency, 
and material efficiency) was not associated with the stagnation or decline of 
the traditional productive factors. A longer-term view reveals that the main 
factor in the intensification of these economies was the rise of labor produc- 
tivity, and only the acceleration of intensificatiun after 1973 was associated 
with the relatively more favorable development of material efficiency. At the 
same time, since material costs account for more than half of gross output, 





further progress in the process of intensification seems to depend primarily on 
a further rise in the growth rate of material efficiency. 


Certain approximate comparisons of the development of productive consumption 
and of its share in the value of gross output in the developed capitalist coun- 
tries indicate that in the 1970's this share declined when the employed aggre- 
gates were computed at current prices. In the Federal Republic of Germany (ac- 
cording to the data of the structural tables), for example, the share of total 
productive consumption dropped 3.1 percentage points in 1974-1978; within this 
productive consumption dropped 2.3 percentage points in industry, 9.3 points 

in agriculture, and 8.5 points in construction. In Switzerland, the share of 
total productive consumption dropped 2.1 percentage points in 1970 through 
1975, including 0.6 percentage point in industry and agriculture, but 3.8 
percentage points in engineering, etc. It follows from these examples that 
the main reason for the decline of productive consumption as a share of gross 
output's value was increasing enhancement of the inputs’ va.ce, and acceler- 
ation of the processes of enhancing their value. 


A significant feature of the economy's development in many of the developed 
capitalist countries during the 1970's was a decline of economic develop- 
ment's energy intensity, measured as the ratio of total energy consumption's 
growth to the gross domestic product's growth (the so-called coefficient of 
elasticity). In France, for example, this coefficient attained a value of 
0.98 in 1970-1973, but only 0.500 in 1977-1979. During the same period it 
dropped from 0.979 to 0.692 in the Federal Republic of Germany; from 0.4 to 
0.696 in Great Britain; from 0.960 to 0.610 in Japan; and from 0.953 to 0.500 
in the United States. 


Essential in this context is the fact that although the Czechoslovak economy's 
energy intensity remains significantiy higher than in many of the developed in- 
dustrial countries, in the late 1970's and early 1980's it dropped at a faster 
rate than in a number of these countries. In 1975-1981, for example, the coef- 
ficient of elasticity was 0.80 in Czechoslovak industry, but 1.082 in France, 
0.867 in the Federal Republic of Germany and 0.865 in Sweden; it was more 
favorable specifically in Belgium (0.748). 


In the industrially developed capitalist countries there is also a decline in 
the met-l intensity of individual types of products and of entire production. 
A longer-term examination shows, for example, that the metal intensity in the 
United States dropped 15.7 percent in 1950-198, which amounts to 51 metric 
tons per million dollai’s of national income. R&D results in engineering are 
the main factor behind this decline; in the mentioned period they led to a 
2.35-fold reduction of production's metal intensity in engineering. 


It follows from the above international comparisons that the energy and mate- 
rial intensity of production or consumption in Czechoslovakia is a very complex 
prevlem, and that a turnaround in the development of this intensity requires 
approaches and solutions that are as comprehensive as possible. At the same 
time, international comparisons show that the economy can realistically make 

do with smaller inputs, and that the accumulated reserves provide a great po- 
tential for savings and for better enhancement of the inputs' value. A change 





to improved efficiency requires a specific long-term program, the implementa- 
tion of which is ensured at every level of management, but at the same time the 
development of productive consumption can be solved meaningfully only in close 
conjunction with production, its structure, research and development, etc. 


What the Input-Output Table Shows 


Up to now we have examined productive consumption from the viewpoint of produc- 
tion's direct invensity. It should be pointed out, however, that the problems 
are even more complex if we evaluate productive consumption's development or 
level in terms of the relationships obtained with the help of the input-output 
table. The latest data gathered in a one-time statistical survey are for 19®. 
On the basis of the input-output table that the Federal Statistical Office con- 
structed in a breakdown by the 477 productive sectors of the Uniform Classifi- 
cation of Products and Services, the State Planning Commission performed ana- 
lytical computations of selected qualitative indicators; in relation to pro- 
ductive consumption, especially of the productive sectors' so-called comprehen- 
sive input-output ratios (materials-output, energy-output, import-output, 
capital-output, labor-output, etc. ratios). Here comprehensive input-output 
ratio means that it includes not only the direct productive consumption in the 
given productive sector, but also the indirect consumption of the preceding 
and subsequent sectors within the entire national economy. 


The productive sectors' comprehensive input-output ratios for selected energy, 
raw- and processed-material inputs reflect the sectors' considerable diversifi- 
cation from the viewpoint of productive consumption (see Table 1). 


Table 1. Productive Sectors' Diversification Based on Productive Consumption 


Selected inputs of energy, Comprehensive input-output ratios*® 
raw and processed materials Average Maximum Minimum 
Electricity 59.10 393.70 3.60 
Heat 44.70 242.00 3.00 
Bituminous coal 28.90 851.40 1.30 
Brown coal, lignite, shale 23.50 1205.70 1.20 
Gaseous fuels 30.70 196.40 1.70 
Petroleum 49, 80 840 . 70 1.30 
Engine fuels, lubricants, etc. 68.70 649,10 1.70 
Crude steel 73.30 1031.10 0.40 
Inorganic bulk chemicals 19.90 1125.60 0.20 
Plastics 21.20 404.00 0.10 
Cotton 7.10 610.50 0.00 


fAverage, maximum and minimum comprehensive input-output ratios of the selected 
inputs per 1000 korunas of the productive sectors' output to final demand. 


Source: "Analyticke tabulky odvozone z bilance mezioborovych vztahu za rok 
1982" [Analytical Tables Derived From the Input-Output Table for 198], State 
Planning Commission, 1984. 


10 





It can be established that considerable possibilities exist to achieve, through 
structural development, changes in productive consumption as a share of the so- 
cial product. As evident from closer examination of the qualitative indicators 
derived from the input-output table, a favorable change in this area could be 
achieved, for example, by developing the output of electronic products, of ma- 
chinery and technological equipment for manufacturing, and of the printing, 
pharmaceutical and gas industries, while at the same time limiting the outputs 
that are the most material intensive (e.g., in ferrous and nonferrous metal- 
lurgy, and in the cement and bulk chemical industries). 


The input-output table permits a more thorough and more detailed examination 
of the individual sectors' material consumption. It turns out, for example, 
that the production of hydraulic and pneumatic components and sets belongs 
among the least material-intensive sectors within engineering; and within 
electronics this is true of, e.g., semiconductor components, measuring, scien- 
tific and laboratory instruments, systems for automatic process control, etc. 


The qualitative indicators derived from the input-output table thus provide a 
certain opportunity to use the methods of structural analysis for the purpose 
of identifying and testing the objectives of long-range structural policy. 
Adequate use should be made of this opportunity in the course of drafting the 
8th Five-Year Plan and the outlook through 1995. 


Ways to Turn Development Around Require Changes in Mentality 


As evident from the preceding part of this article, the Czechoslovak economy's 
level of productive consumption is high. This provides an opportunity to econ- 
omize and to purposefully improve the enhancement of the inputs' value. How- 
ever, also the rising prices of fuel, energy and raw-material imports, and the 
problems with ensuring efficient export allocations necessitate a turnaround in 
development. For these and other reasons, the federal government set extensive 
productive-consumption tasks in its directive last year on drafting the 8th 
Five-Year Plan and the outlook through 1995. The development of productive 
_.consumption is closely linked not only to the further improvement of the na- 
tional economy's efficiency, but also to the further rate of economic growth. 


Here it is being assumed that productive consumption should grow under the 8th 
Five-Year Plan as well, but at a much slower rate than in the past. At the 
same time, national income should have the fastest growth rate. It should be 
over twice faster than the growth rate of productive consumption, and one- 
fourth faster than the social product's annuai increment. This is a very 
challenging task, one that has not been fulfilled under our conditions so 

far. Therefore it will require not only the mobilization of all (and by no 
means small) reserves accumulated during the period of extensive development, 
but also completely new and nonconventional approaches to its fulfillment, at 
every level of the national economy's management. 


It is generally recognized that the task of reducing the share of productive 
consumption is a challenging one. For the time being, however, the same cannot 
be said entirely of specifying and implementing this task within the individual 
ministries, economic production units and enterprises. This is because the 
task is a very complicated and comprehensive one, affecting all aspects of the 
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process of capital replacement. But the variable nature of its implementation 

offers wide opportunity for a creative approach. At the same time, the essence 
of all measures must be to save time in production and to raise the social pro- 
ductivity of labor. 


Which are the main ways of achieving the necessary changes? Generally speak- 
ing, they will not involve new discoveries. But we deem it expedient to point 
out that these must be ways that will ensure the processes of intensification 
within the economy, and therefore it is understandable that the relative im- 
portance of the individual growth factors will change significantly in compari- 
son with their present importance, and mainly the proportion of measures to 
reduce productive consumption will have to increase by an order of magnitude. 


It is unambiguously clear that in the future it will not be possible by any 
means to employ the approaches to the tasks and the modes of their solution 
that practice has employed to date. As the point of intersection and the main 
and permanent source of savings, research and development will have to head 
every effort. In this context, the objective in productive consumption will 
be to attain not only direct comprehensive savings in the given production, but 
primarily the better enhancement of the existing resources' value. In addition 
to research, the basic driving force in this area must be the most thorough 
knowledge possible of the technical and economic level of production in the 
world, of the developmental trends, and of the possibilities of applying this 
knowledge to our practice. This covers a wide range of tasks. 


In the German Democratic Republic, for example, research and development has 
demonstrated that the introduction of microelectronics can improve savings of 
materials by one order of magnitude. It is estimated that the intensive use 
of microelectronics in all branches of the national economy can reduce the 
consumption of materials and energy by 25 percent. There are many specific ex- 
amples in this area. For illustration we may mention that in the GDR the pro- 
duction of pocket calculators reduces the consumption of materials by more 
than 90 percent, in comparison with desktop calculators of the same perforn- 
ance; the introduction of the new generation of mainframe computers has led 
to savings of up to 50 percent in materials, etc. According to some estimates 
based on world comparisons, our national income could double at the present 
level of fuel and energy consumption. 


Closely linked to energy is the task of reducing the metal intensity. Research 
and development in its post-1985 stage must be based on providing a massive 
flow of innovations geared more closely to investment policy and the efforts to 
make the economy more efficient. In view of our extensive production struc- 
ture, of course, Czechoslovakia's scientific research potential is able to ful- 
fill its demanding tasks only in close scientific and technical cooperation 
with the Soviet Union and the other socialist countries, and by using more 
efficiently the knowledge that exists in all the developed economies, 


Purposeful long-range structural policy is a no less important way of favorably 
influencing the development of productive consumption. Here the point is to 
reinforce the measures and changes that clearly alleviate the economy's raw- 
material and energy intensity. It appears that the elaboration of the details 
of this task will require the acceleration of certain sectors, and also the 
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implementation of disinvestment programs, which up to now we have been unable 
to ensure in practice, specifically because the problem is associated with 
developing the international division of labor (where progress to date has not 
been entirely satisf'actory), with the solution of certain social questions, 
etc. Structural aevelopment affects all branches, sectors and products, and 
hence every level of management, and at the same time all the measures must be 
mutually interrelated. For the introduction of structural changes it is ne 
cessary to consider also the expediency of amending the existing rules and in- 
struments of management, which should include the strategic decisions of cen- 
tral agencies and an active attitude to the implementation of the necessary 
changes in the khozraschet sphere as well. 


The functioning of the national economy's planned management system influences 
the development of productive consumption. It appears that the Set of Measures 
has contributed to the favorable development of production's material intensity 
in comparison with the past. According to certain indicators of financial man- 
agement, the material costs' rate of decline has increased from 0.5 percent 
under the 6th Five-Year Plan, to an average annual rate of 1.4 percent during 
the first three years of the 7th Five-Year Plan. However, there seems to be a 
certain discrepancy between the results achieved in the khozraschet sphere and 
the macroeconomic aggregates. For example, produced national income in 19& 
increased by 1.4 percent over 198, but adjusted value added (which at the en- 
terprise level should approximate the equivalent of national income) increased 
by 8.6 percent during the same period. The development of productive consump- 
tion (a 2.1-percent increase), and of material costs without depreciation and 
services of a nonmaterial nature (a 0.5-percent decline) was likewise discrep- 
ant to some extent. Methods and prices are the underlying reasons of this 
conflicting development. Due attention ought to be devoted to this problen, 

in order to reinforce the unity of social, collective and personal interests 
and economic incentives. 


State Target Programs Nos 02 and 03, aimed at making more efficient the con- 
sumption and use of fuels and energy, respectively of metals, are of consider- 
able importance in the specific fulfillment of the set objectives for the 
development of productive consumption within the national economy. 


State Target Program No 02, which aims to achieve substantial savings of fuels 
and energy, includes a wide range of measures to be implemented under the cur- 
rent and the 8th Five-Year Plan, and also R&D measures whose specific contribu- 
tions are expected by the end of the 8th and under the 9th Five-Year Plans. 

In particular, these measures call for the following: the modernization of 
power-generating and energy-consuming equipment, especially of boilers and fur- 
naces; the modernization of technological processes, primarily in metallurgy, 
the chemical industry and the production of building materials; the widespread 
use of automation, electronics and robots; and the utilization of reprocessed 
materials, wastes and nonconventional sources of energy. Multilateral and bi- 
lateral cooperation within CEMA is expected to contribute significantly toward 
the realization of the program's objectives. 


State Target Program No 03, the purpose of which is to reduce the consumption 
of ferrous and nonferrous metals, should lead to a decline in the specific con- 
sumption of metals per unit of produced national income, while differentiating 
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the specific tasks by the individual sectors and areas of the national economy. 
The program focuses preferentially on product and technological innovation, 

but at the same time it solves also the organizational and systems problems as- 
sociated with influencing the total consumption of metals in Czechoslovakia. 
Most of the specific rationalization drives contained in the program involve 
research and development, and investments. Bilateral cooperation in research 
and development is expected with the Soviet Union, Hungary, and the GDR. 


The programs for making the consumption of fuels and energy, respectively of 
metals, more efficient affect only a part of prodv2tive consumption. The eco- 
nomic sphere should of course focus its attention on the entire problem of man- 
aging raw and processed materials. Especially the implementation of the pro- 
gram for the further upgrading and complete utilization of the technical and 
economic norms should contribute to this. For the time being, consumption 
norms at a significant proportion of the organizations are not being set com 
prehensively and do not constitute a complete systen. 


It will be necessary to continue to influence the consumption of materials 
more effectively through the economic plans, namely on the basis of a system 
of indicators for the technical and economic level of production and the prod- 
ucts, and through the wider application of price limits and limits on the basic 
material inputs. 


State Target Programs Nos 02 and 03 have good traditions in Czechoslovakia, and 
they are expected to remain significant instruments of management in the future 
as well. At the same time it is evident that it is essential not only to 
strengthen the realization of the economization drives included in the pro- 
grams, but also to devote attention to the overall results. For the overall 
results reflect also the negative factors that sometimes influence significant- 
ly the total savings. Occasionally good results are reported in physical 
units, but consumption in value terms continues to rise, because the processes 
of enhancing the value of the inputs do not keep pace with the higher prices. 
It should be noted, furthermore, that State Target Programs Nos 02 and 03 give 
preference to achieving savings through technical solutions, innovations or 
investment projects, Some analyses point out that although it will be possible 
to further alleviate the energy and metal intensity in this manner, more pro- 
nounced and long-term effects are associated mostly with measures of a national 
economic nature, primarily with a significant improvement of the processes of 
enhancing value. 


In deliberations on fulfilling the objectives for the development of productive 
consumption as a share of the social product, therefore, the questions of ef- 
ficiency must be the dominant, i.e., the present and future efficiency of us- 
ing, and enhancing the value of, the inputs of fuel, energy, and raw and pro- 
cessed materials. 


A rise in the level of enhancing the value of the inputs is linked to an im 
provement of the technical level and quality of industrial production in parti- 
cular. There appear to be considerable reserves or possibilities for increas- 
ing the value of the output, while essentially maintaining the present level 
of inputs. Evidently the scope of these reserves is substantially greater than 
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the losses resulting from substandard products or from internal and external 
rejects. This is evident primarily from international comparisons that show a 
widening gap between the export prices and earnings of Czechoslovakia and those 
of countries whose level of industrial development is comparable to ours. 


For example, the average prices per kilogram that the individual exporting 
countries achieved for their exports of engineering and electrotechnical 
products to Common Market countries in 1980 were as follows (in dollars): 
Czechoslovakia, 2.70; Austria, 7.84; Sweden, 8.66; Federal Republic of Ger- 
many, 7.85; Italy, 6.00; the United States, 23.31; Japan, 8.04; France, 
7.73; Denmark, 7.8; the Netherlands, 6.05; Switzerland, 17.63; and Great 
Britain, 9.29. Even with allowances for trade-policy discrimination, certain 
expert studies point out that the proceeds of our engineering export in value 
terms could be substantially higher if we were able to resolve the quality 
shortcomings of our existing assortment. Similar reserves in the export earn- 
ings of other sectors within our industry can be estimated at 10 to 40 per- 
cent. 


Therefore the improvement of the quality of our production may be regarded as 
one of the principal ways of fulfilling the objectives for economic development 
in the coming period. The results of the Czechoslovak economy's development 
in 1984 also underscore the timeliness of this orientation. As Ingineer Vaclav 
Vertelar noted in his article entitled "Pressure for Intensification" (it ap- 
peared in HOSPODARSKE NOVINY, No 41, 1984), our 1984 economic results indicate 
that, among other things, the improvement in the quality and technical and eco- 
nomic level of our production falls short of the requirements. This is true 
both abroad, where we are not attaining the price level anticipated in the 
plan, and at home, where the domestic market's valuation of the deliveries is 
likewise low. 


The realization of this objective will require that we comprehensively concen- 
trate our attention primarily on the qualitative questions when elaborating the 
Principal Directions of Developing Further the Set of Measures for Improving 
the Planned Management System of the National Economy. Specifically we should 
strive to strengthen the role of planning the quality of production at every 
level of management; to formulate and implement programs for improving product 
quality; to complete the development of comprehensive systems for quality con- 
trol; furthermore, to ensure the systematic training of the workers in this 
field, and to strengthen the position of the quality control subdivisions at 
production organizations, including the supply of the technical equipment ne- 
cessary for their operation. 


One of the most important economic conditions at present and especially long 
term is the economic growth rate's increasing dependence on the processes of 
intensification. The development of productive consumption indisputably be- 
longs among the most important tasks in this area. To ensure optimal ratios, 
new approaches are necessary and the traditional barriers to growth must be 
overcome. We are faced with the demanding and complicated task of boosting 
further the revived growth rate of our economy, by greatly enhancing the value 
of the productive inputs. On the basis of fulfilling this task it will be 
possible to solve also the strengthening of economic equilibrium and of eco- 
nomic development's proportionality. 
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JPRS*EEI 285-073 
12 September 1985 


CZECHOSLOVAKIA 


PRODUCTION OF TAPE RECORDERS LAGGING 
Prague RUDE PRAVO in Czech 28 Jun 85 p 5 
[Article by Vaclav Marek: "Will Our Tape Recorders Improve?"] 


[Text] It is not exactly pleasant to find that tape recorder technology is 
showing one of the greatest degrees of obsolescenve in the entire assortment 
of consumer electronics. Demand is not satisfied, the technical level is con- 
siderably behind world-class quality. Unfortunately, those are the facts. 


Where can one look for the causes of this unhappy status? Perhaps in the dis- 
tant past when the cecision was made to halt the development of cassette tape 
recorders and their sonopoly producer, the Tesla Prelouc Plant, switched to the 
production of reel-type tape recorders. However, world development was taking 
a completely different direction. By then it was difficult to make up the de- 
lay because not all steps to remedy the situation were exactly the most cer- 
tain. The cassette tape recorder Model K-10, some 60,000 of which were pro- 
duced since 1974, was to be followed by the innovative Model K-11. This model 
was under development at Tesla Prelouc starting in 1978 but tangible results 
were not obtained for a long time. Just 2 years ago a spark of hope was being 
sought but, in the end, the unsuccessful development was completely halted 
last year. 


No one likes this kind of state of things. What are the prospects for im- 
provement? The Tesla Prelouc designers are counting on a new series of cas- 
sette tape recorders for the next years. The level of these appliances should 
be substantially higher but it is impossible to delude oneself with the fact 
that they will be comparable to world-class quality by the deadline of comple- 
tion as it is proposed by the manufacturer. Meanwhile, not a single product 
of the production from Tesla Prelouc is of first-class quality. 


To draft and design peak-quality technology is not so difficult. Tesla Pre- 
louc has clever designers and workers who are enthusiastic. They only need an 
adequate number of components. And the situation at hand, the presence of a 
final coordinator, is unusual with respect to world-class quality producers. 

He must virtually force and convince the producers of components to develop 
and produce a certain part for him. Very freqvently the individual components 
of a tape recorder are being created at the time the new recorder is being 
born. Thus, for example, a new portable playback recorder had been developed 
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some years ago; nevertheless, it is only reaching the market now because a 
suitable motor had not been assured. The list of component deliveries which 
have either not been assured or have only been partially solved with respect 
to future production at Tesla Prelouc is overly long. 


The efforts of suppliers and final assembly coordinators could be unified in 
a coordination plan handed down from superior levels. But even this will re- 
sult only in partial improvement. Tape recorder technology only represents a 
marginal matter for suppliers, most of whom have actually more important and 
more desirable production programs. And what would their development and pro- 
duction costs be when Tesla Prelouc produces 125,000 tape recorders per year 
in four versions? Such volumes are far below the level of the competition. 
Consequently, one cannot even invest so much in technology because the in- 
vested means result in overly small production. For example, the developmen- 
tal plan for the enterprise anticipates the production of playback tape re- 
corders for automobiles. Annual production is supposed to be 100,000. The 
competition taiks about optimum production levels of 500,000. 


There are difficulties with high production costs and, thus, the final price. 
An enchanted circle develops. In order to be able to increase the size of the 
series, it is necessary to have sales abroad for the production but these can- 
not be increased until the technical level also rises. Unfortunately, this, 
in turn, depends to a considerable extent on the volume of possible invest- 
ments. But which supplier of components will develop a program for a few 
thousand items? 


In other words, everything points to the fact that there is a need to utilize 
the international division of labor. Virtually every CEMA country produces 
cassette tape recorders. The technical level of these machines is essentially 
the same. Therefore, the question arises whether we should not halt produc- 
tion, import tape recorders and use the capacity at Tesla Prelouc for more im- 
portant and more hopeful production. 


We have mentioned the difficulties which the securing of development and de- 
livery of the necessary components causes for the Tesla Preliouc Plant. These 
components are the basis for the technical level of the final product and ac- 
count for about 80 percent of its final price. All CEMA countries are experi- 
encing worries with such components. However, components which are mutually 
delivered are at a minimum--everyone tries to produce them himself. Everybody 
is "cooking with the same water" but a solution is difficult to find within 
the framework of a single country. For example, Tesla Prelouc contemplated 
the purchase of licenses for world-class quality little electric motors. But 
with the numbers it requires the requisite technology would be utilized only 

a few hours a day. Such a purchase would be an extreme luxury. It would 
clearly be more rational if every country took on the development of produc- 
tion of some components for all of the others. 


The direction of development in the cassette recorder field is such that we 
can only make improvements without the international division of labor but 
cannot solve anything fundamental and we shall continue to have only a minor 
hope of success. The sooner we act accordingly, the better. 
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JPRS“EE 185-073 
12 September 1985 


POLAND 


FOREIGN TRADE PICTURE AT HALF-YEAR MARK 
Warsaw ZYCIE “SOSPODARCZE in Polish No 32, 11 Aug 85 p ll 
[Article by Jan Siebeneichen] 


[Text] June saw further acceleration in the implementation of foreign 
trade targets, especially on the export side. A usual feature of months 
ending quarterly reporting periods, this acceleration now proved higher 
than average. So there are grounds to say that exports are gathering 
momentum and that the January-February delays are being offset at an 
increasing rate. The volume of exports again topped the level of the 
corresponding period of 1979. There was also a reduction of the delay in 
Central Annual Plan (CAP) implementation compared to the flow of time-- 
although in hard currency exports this delay was still significant, 
threatening an underfulfillment of the annual target. 


In trade with payments zone I [settled in nonconvertible currencies] the 
January-June volume of exports increased over the same periods of last 
year and 1979 by, respectively, 10.3% and 4.1%. The first-quarter drop 
was thus totally offset. But below the corresponding levels of the 
first half of 1984 were still exports of coal, metallurgical products, 
sulfur, cotton fabrics, paper and cardboard. High export dynamics were 
recorded for such engineering industry products as machinery for power 
generation, mining, metallurgy and foundry, air-conditioning equipment 
and electrical and electronic items. 


Foreign currency export prices increased only insignificantly (0.1%) but 
a strong impact upon current prices dynamics was made by successive 
devaluations of the zloty to the transferrable rouble (TR), adding 11.57 
to the growth rate of exports. 


In assessing the degree of annual target implementation, it should be kept 
in mind that--following the June 1 devaluation of the zloty against the 
transferrable rouble--the CAP targets were converted accordingly, while 
the value of actual export shipments in January-May remained unchanged. 
Therefore, the percentage of the annual time-flow ceased to be a proper 
yardstick of plan implementation, Such a measurement is now provided by 
an adjusted indicator, standing at 46.9% for nonconvertible exports in 
January-June 1985, With the corresponding degree of adjusted indicator, 


18 








standing at 46.9% for nonconvertible exports in January-June 1985. With 
the corresponding degree of adjusted plan implementation at 44.62%, the 
delay was not big and did not put in jeopardy the provisions of [bilateral] 
trade protocols for this year. This assessment is confirmed by juxtaposi- 
tion of the growth rate planned for the whole year (24.7%) with that 
achieved in January-June (23.12%). 


On the import side the volume of shipments from payments zone I in the 
first half of 1985 was up 4.1% and up 2.4% on the corresponding periods 
of last year and 1979, respectively. This shows that shipments were 
speeded up also in imports. The biggest increments were recorded for 
rolling bearings, natural gas, aluminum, pesticides, rubber, chemical 
fibres, pulp and paper, and fruit. 


The bulk of imports was still in the form of production supplies, of 
which fuels represented almost a half. Growing at a rapid pace were 
investment imports, while consumer purchases had their share of overall 
imports stabilized at 11.32%. 


Next to increase in volume, there was also a growth of rouble prices-- 
stronger by 2.7 pts on the side of imports, compared to exports. As a 
result, the terms of trade index with payments zone I stood at 97.47% 
or the same as at the end of last May. 


With the effects of zloty devaluation at 11.5%, the growth rate of imports 
at current transaction prices reached 19.3%. This was less than the 24,67 
planned for the whole year, just as the degree of plan implementation 
(42.3%) was lower than the adjusted time-flow indicator (46.9%). But 
these differences are no cause for alarm, especially given the fact that 
the second half of the year, as usual, is going to witness increased 
shipments of food and farm produce from CMEA partners. 


In traie with payments zone II [settled in convertible currencies], the 
June »erformance in exports was so good that the January-June volume 
copped the corresponding levels of 1984 and 1979 by 0.5% and 1.1%, 
resrectively. This testifies to a reversal of the downward trends stayed 
only in fuels and energy (following the planned reduction of coal exports, 
corpared to the previous year's level) and in chemical industry products 
(lower shipments of caustic soda, nitric fertilizer and polypropylene). 


What is worth noting is the arresting of a downward trend in hard-currency 
sales of engineering industry products, with increases reported for metal- 
working machines, mineral-industry equipment, air-conditioning and venti- 
lation gear, office equipment and cars. But this should not be taken to 
mean that problems in the discussed area were overcome. The degree of 
plan-target implementation was still low (36.1%), lagging 10.7 pts behind 
the adjusted time-flow indicator. 
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Table 1 


Foreign Trade in January-June 1985 





Payments zone I Payments zone II 








Specification (nonconvertible (convertible 
currencies) curr/-ncies) 
Value Jan-June Value Jan-June 
(Z1 bn) 1984=100 (Z1 lbn) 1984=100 
Exports 
- at current prices 342.5 123.1 401.1 128.2 
- at constant prices 267.2 110.3 296.4 100.5 


of which products of the following industries: 








- engineering 213.9 129.8 83.0 128.9 
- construction services 16.7 142.1 18.1 123.4 
- fuels and energy 28.6 84.6 86.5 117.5 
- metallurgy 13.0 97.8 52.6 119.2 
- chemicals 33.1 122.7 47.4 141.7 
- minerals 2.0 113.4 4.8 124.9 
- wood/paper 2.3 110.6 12.2 123.5 
- light 17.0 141.5 21.9 154.1 
- food processing 5.9 104.9 40.9 126.8 
- farm produce 6.5 164.6 23.9 159.7 
Imports 

- at constant prices 254.1 104.1 217.2 109.5 
- at current prices 349.3 119.3 317.5 137.9 
of which products of the following industries: 

- engineering 127.9 127.2 74.9 180.5 
- fuels and energy 134.9 113.9 32.1 227.9 
- metallurgy 28.0 109.7 29.0 127.0 
- chemicals 22.6 115.6 69.2 134.3 
- minerals 4.2 117.9 4.8 142.2 
- wood/paper 8.7 139.4 4.5 151.1 
- light 10.0 104.4 25.4 136.7 
- food processing 5.8 159.4 38.9 107.1 
- farm produce 1.4 104.4 34.3 97.2 
Imports by form of utilization 

- capital equipment 36.0 129.9 27.3 205.7 
- production supplies 273.0 118.0 242.8 133.0 
- consumer goods 39.0 117.8 39.0 127.9 
Balance of trade -6.8 +83.6 





Source: 


The Foreign Trade Ministry 
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Achievement of CAP Foreign-Trade Targets for 1985 in Jan-June '85 
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High export-volume dynamics were also recorded for light industry products, 
food and farm produce. 


The slight increase in the volume of exports, however, was not reflected in 
a corresponding increase in value, since the foreign-currency prices for 
goods exported by Poland as expressed in US $, dropped by 4.6% on average. 
On the other hand, the devaluation of the zloty against foreign curencies 
pushed up the value of exports at current transaction prices by 33.62. 


On the whole, the small increase in volume, the drop in foreign-currency 
prices and the devaluation of the zloty combined to produce a 28.22 growth 
rate for hard-currency exports in January-June 1985 (against the same 
period in 1984.). This was less than the 36.0% growth target planned for 
the whole year. Also the delay to the time-flow index, although falling 
as compared witn the previous months, stood at 5.9 pts. 


On the import side, the delay in hard-curreucy shipments was much lower, 
Standing at just 1.6 point. The much quicker implementation of import 
targets, compared to exports, was possible owing to the greater fall in 
prices for imported goods (down 5.8% against down 4.6% for exports), as a 
result of which the portion of hard-currency export revenue that could be 
earmarked for imports was exchanged for a bigger volume of foreign ship- 
ments. Compared to the first half of 1984, this volume rose 9.5%. But 
it still represented just 65.6% of the import volume of January-June 1979. 
The imports were used for production-supply purposes in 76.4% and for 
investment purposes in 8.6%. The volume of consumer imports remained 

at the level of the first half of 1984, 


As a result of the increase in volume, the substantial fall in foreign- 
currency prices and the devaluation of the zloty against foreign currencies, 
the value of hard-currency imports at current transaction prices rose at 

the rate of 37.82% over the first half of 1985, which was higher than the 
annual plan target. But the fulfillment of annual targets for convertible- 
currency trade continues to be determined by the size of exports, where 
dangers have perceptibly subsided although are not yet entirely eliminated. 


CSO: 2020/12 
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POLAND 


TRADE OFFICIAL DETAILS FOREIGN IMPORTS 
Warsaw ZYCIE WARSZAWY in Polish 15 Jul 85 pp l, 4 


[interview with Roman Krawczyk, director of the Department of Cooperation 
With Foreign Countries in the Ministry of Domestic Trade and Services, by 
Krystyna Gasiorowska; date and place not specified] 


[Text] [Question] Krystyna Gasiorowska: Is it true that this year our shops 
will be flooded with attractive imported items? 


[Answer] Roman Krawczyk: The flood will not be all that large but it is true 
that deliveries ef sought-after goods will be apparent. All import takes 

place in coordination with the Ministry of Foreign Trade and its central offices. 
If they can import some kinds of goods on favorable terms, they immediately 
inform us and we decidewhether itisworth importing, whether it is actually 
necessary. 


[Question] Is there then an overall purchasing policy? 


[Answer] Of course we cannot buy goods abroad if we have a surplus of those 
goods in our own country, or goods which can be easily produced by domestic 
industry. 


[Question] I will be mischievous and ask why we have imported shoes on our 
marketplace and apparently we still intend to import more of them. Why is 
there so much foreign elastic for panties when our own industry is producing 
it full-steam and it is also cheaper? 


[Answer] We do not import large quantities of shoes, for healthy competition, 
and we will totally discontinue our importation of elastic because we have 
financed the purchase of equipment for our industry and our present production 
meets requirements. We may even produce enough to export it. In any case, it 

is the same with laundry detergents. We have given industry $2.2 million for 
foreign raw materials necessary for production and in addition to this we have 
already spent $6 million for finished detergent. We are still importing tooth- 
paste, which is in short supply in our country. We try to spend foreign exchange 
sensibly for import and for help to our industry. 
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[Question] Where does the Ministry of Foreign Trade get the money from in 
order to import? 


[Answer] Imports are financed out of central funds (i.e., from outside the 
Ministry) as well as from funds derived from revenues of domestic foreign- 

exchange export. I refer here to PEWEX [food and industrial goods foreign- 
trade enterprise]. 


[Question] Are there more funds from the so-called "central pool" or PEWEX? 
[Answer] Most of the money comes from the central pool. 
[Question] What do you buy for the money which comes from PEWEX? 


[Answer] Out of PEWEX money we import such items--for example, this year-- 

as 10,000 tons of coffee, 1,800 tons of tea, 12 million tubes of toothpaste, 
all types of root spices, pepper and biy leaves. We have bought over 5 million 
pairs of pantyhose. They are already in the shops. In any case, as concerns 
pantyhose, we believe that this year there will be over 100 million pairs, 
either from domestic production or import-~-an unheard-of amount on our markets. 
Whether or not this will meet requirements we do not know. I can say one 
thing: we try to import good pantyhose. Anyway, we also gave industry foreign 
exchange for production in our own country. 


[Question] In short, you are being the good uncle, giving money to producers 
for expansion and also allocating money from PEWEX for purchases. But this is 
one side of the import coin--the expenditure of cash. Are we not also buying 
on a commodity-exchange basis? 


[Answer] Yes. We also conduct exchange transactions with both dollar and 
ruble countries. For example, out of a total of 17 million pairs of imported 
pantyhose, 12 million pairs will come from these transactions. 


[Question] Which commodities do we import more of--food or industrial items? 


[Answer] Industrial items. Better conditions in agriculture permit us to 
avoid importation of a number of commodities, e.g., butter. That is why we 
try to concentrate on those items which are particularly scarce in our shops. 


[Question] Is it true that we are importing unprecedented quantities of tea 
and that it hes become our national beverage? 


[Answer] That is not fiction. We really hold third place in the world from 

the standpoint of tea-consumption. We drink even more than India, and are 
exceeded only by the English and the Irish. For comparison: in 1938 we consumed 
52 grams per person, and now it is approximately 700. This year we will import 
enough so that we can drink even 100 grams per person more. 


[Question] I heard that we import incredible amounts of rice while our people 
are not very eager to buy it. 
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[Answer] They bought when it was rationed and now they are probably using up 
their stocks. Anyway, who can guess how much rice they have... Therefore we 
are forced to postpone some deliveries of rice to a later date in order to 
avoid long-term warehousing in our country. 


[Question] With which countries will most of our trade be? 


[Answer] Primarily with the Soviet Union, the main supplier of industrial 
goods, and with the GDR. Imports from China also play a large part, three times 
greater than last year. 


[Question] Will it be large enough that it will allow us to recover balance 
in the case of some drastic shortages? I refer here to clothing. 


[Answer] The restoration of balance is difficult to predict, because when 
there is a shortage, requirements are also high. Nevertheless, I will say that 
in some product ranges deliveries will be very large. For example, we are 
importing knit goods for 50 million Swiss francs (about $25 million). We are 
importing ready-to-wear clothing (blouses, men's and women's clothing) for 

20 million franc: enameled pots and pans for 8 million francs, wool and cotton 
fabrics for 7 million francs, a lot of porcelain dishes, approximately 11 mil- 
lion meters of fabric for bed linens, 2.5 million turkish towels, a million 
handkerchiefs, etc. 


[Question] There was an extreme shortage of refrigerators and automatic wash- 
ing machines on our market. Will deliveries be sufficient so that this equip- 
ment can be purchased without difficulty? 


[Answer] It seems so. We are importing a great deal of this equipment from 
the Soviet Union. For example, we will export from this country enough so that 
our market will have 500,000 refrigerators and freezers, i.e., the same amount 
as our own industry produces, 130 automa ic washers, color and black-and-white 
television portable television sets, bicycles, watches, automatic shavers, 
cameras, and a number of other articles. Deliveries will be large. 


[Question] As far as I can see imported refrigerators and washers can be 
purchased easily, but I do not see any kind of imports from China... 


[Answer] We expect the largest deliveries to be made at the end of the third 
quarter and during the fourth quarters. 


Anyway, goods which are in short supply on our markets will be imported next 
year also. Andif the export effort of our industry is greater we will be able 
be import greater amounts of attractive goods. 


9295 
CSO: 2600/977 
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JPRS-EEL “85-073 
12 September 1985 


POLAND 


TECHNOLOGY TRANSFER WITH WEST EUROPE 
Katowice DZIENNIK ZACHODNI in Polish 13 Aug 85 p 5 


[Excerpts] Cooperation is another way of improving production, of transfer of 
technology as well as of commercial activity. The contracts between the Polish 
foreign trade company Elektrim and two major West European producers, Brown 
Boveri and Co. of Switzerland and the West German Siemens group can serve as an 
example. The first contacts took place in the early 1970's and they have 
successfully developed ever since. 


As for BBC, Elektrim's trade with it totaled 610 million zloty in 1984, out of 
which purchases from the Swiss firm accounted for 327 million. Earlier, Elektrim 
bought a BBC license for the production of 360 MW turbines, which have already 
been installed in a number of power plants, especially in the Belchatow project. 
Both firms have also cooperated in the production of automatic circuit-breakers. 
Elektrim is interested in purchases of transformers, structures and wires. 
Another form of cooperation is the work of Polish specialists overhauling BBC 
turbines installed in various countries. 


Elektrim is interested in cooperating with Siemens, especially on basis of the 
latter's technology. Some Polish enterprises have spare capacity which they 
propose to use for assemblying equipment from parts supplied by Siemens. The 
Elektromontaz enterprise, for example, is interested in setting up an Elektrim- 
Siemens consortium to carry out power industry projects in Libya and Iraq, 
using Siemens supplies and its own building equipment. On its part, Elektrim 
wants to cooperate in railway electrification projects on third markets and in 
the construction of telecommunications networks. 


cso: 2020/218 
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JPRS*EE1L=85-073 
12 September 1985 


POLAND 


STEEL MILL DIRECTOR DETAILS PROBLEMS 
Katowice MAGAZYN HUTNICZY in Polish No 30, 22 Jul 85 p 3 


[Text] Question: Opinions on the Huta Katowice (HK) steel complex vary. 
Some people say the building of this giant, and, subsequently, its func- 
tioning, are among the chief sources of the Polish economy's current 
plight. 


Answer: If 4.5 million tons of steel, 2 million tons of end products and 
2 million tons of semifinish.d products every year are such a misfortune, 
then yes, this is a misfortune. 


Q: And seriously? 


A: If you want us to be serious, then try first to imagine the Polish 
national economy without the HK, that is without the products it turns out. 


Q: True, there would be no way of preventing a collapse of the economy, 
but one argument those opposed to the steel complex is that production 
costs are simply too high. The HIk, after all, is sustained by subsidies, 
which this year are said to reach Zl 9 billion. This is a huge amount of 
money, and it is much higher than it was a year ago. 


A: These matters are more complicated than dilletantes (but not only 
them) prone to easy simplifications would like to think. To understand 
the situation one has first to get familiar with the conditions in which 
the steel complex is working. And, of course, one has to have a genuine 
desire to comprehend what the whole question really ‘s about. 


Prices, of course, are the chief problem. The HK is buying what it needs 
mostly at contractual and regulated prices, while its own products are 

sold at official prices. This creates a situation in which steel and 
semifinished products are unprofitable to produce and sales of end products, 
say rails, don’t earn enough money to get us into the black. On top of 
this, light sections, which are more labor-intensive, are much less 
profitable than heavy sections requiring much less labor. Take the 

example of imported ores. Since we have a wide-guage railroad directly 

to the Soviet supplier we get hold of our ores without reloadings, which 

as a rule strongly influence the price of ore. Yet we pay as much for our 
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Ores as those steelworks which get it in roundabout roads from remote 
places. We are obliged to pay average prices. If you add to this the 
price of heating coke, which is kept below production costs for social 
reasons, then you will understand at lea:t part of the complicated condi- 
tions under which Huta Katowice has to operate. 


Briefly, it's not always so that performance depends entirely on the 
effort of the workforce or of the management. Very often this is the 
result of the system of settlement on the scale of an industrial branch 
or even an entire industry. This is why I'm urging people to take an 
unconventional look at the HK. Viewed from this angle, the metallurgical 
industry is a profit-making area of the economy. 


Q: But a modern complex such as the HK should have a positive effect on 
the industry-wide performance. 


A: It undoubtedly does. It operates at a lower cost than older metal- 
lurgical plants, it uses much less materials and other components and 
much less energy. However, these advantages are eclipsed by various 
surcharges and taxes. The HK, for instance, was planned to turn out 9 
million tons of steel, and its location W4&S chosen precisely with this 
output capacity in mind. Many facilities were built. But today we pay 
more than Zl 2 bn in real-estate tax alone every year. Depreciation 
charges usually are distributed over periods of 15-20 years. This means 
the older plants are free from this cost item while we have to pay 

Zl 2.5 billion to the treasury every year. Another burden we've got to 
shoulder is the cost of halted investment projects and this costs us more 
than Zi 3 billion. There are many such burdens the steel complex has to 
bear. They have to be realized in all assessments because they largely 
determine the complex's eventual performance. 


Q: It can therefore be said you're now being made to suffer the conse- 
quences of all inconsistencies committed in the course of building the 
complex, can't it? 


A: This is a good formulation of what our problems arise from, but in 
order not to fall into extreme pessimism let us look slightly further 
into the future. When its construction has been finished, the HK will 
become a blessing for this region where the population has been resenting 
the effect the obsolescent industries have on the environment. 


Q: I guess you're referring to the liquidation of the old raw-mater ‘al 
departments in steelworks, but even so the HK is among Poland's top 
polluters. To make things worse, a cokery is now being added to the HK... 


A: The HK is taking over a considerable portion of raw materials produc- 
tion which will enable several steel mills in Upper Silesia to get rid 

of some burdensome departments. This process, incidentally, is already 
under way. There simply is no other way, really. 








As for our plant, the standards set in its plans and those set by the 
Katowice Voivodship Office are such that up to 100 mg dusts may be 
contained in 1 m3 of combustion exhausts. However, although we are using 
the latest appliances made by Lurgia we can't possibly attain this indica- 
tor. These appliances provide for up to 600 mg dusts being still all 
right. We have managed to improve them and now we can go down to a 

better result--250 mg. However, even with this dust level indicator 

we've got to pay penalties. Meanwhile the plants localized around us 

are treated entirely differently--they aren't on that notorious television 
list [of polluters] and they aren't paying any penalties. In other words, 
no uniform criteria or requirements are applied here. It's no secret 

that power stations are among the greatest producers of harmful substances 
but aren't being treated half as severely. The truth about the HK is 

that from 1976 onwards dust emission has been falling and we keep 
whatever other harmful compounds we may be producing inside our premises. 
We owe this to a whole package of measures. Among other things, we 

closed down part of the production at the Dzierzynski [subsidiary] which 
was harmful for the environment; also, after we began supplying the city 
with heating the number of individual burners decreased and hence sources 
of emission of harmful substances have become reduced too. 


Q: But if the cokery is opened, the situation may again deteriorate, 
even though it is far from good even at this point. 


A: Naturally, such fears aren't quite unjustified, only they are based 
on guesswork. The trouble is that there are no points of reference in our 
country, nor do we have any experience which would bear out any of the 
existing assessments of the HK's allegedly degrading effect on environ- 
ment; quite simply, the HK has no match in Poland. When people work 

out technical, economic and environmental conditions for a future project 
they rely on what is currently functioning in Poland. As for the cokery 
now under construction, it will be supplied with the latest technology, 
that is, with dry coke quenching. There will be no tower of the kind of 
those which used to be so typical of old coking plants, there will be no 
water and hence no steam and hence no harmful vapors. Two systems of 
receptacles will be installed which will make it possible to keep the 
dusting during the offsetting of the cells at a minimum level. We have 
tested these new receptacles at the Zdzieszowice Cokery, which boasts one 
of the best records in environmental protection in Poland. One process 
which can be counted among the most modern ones in the world is what is 
called the bag-wide dedusting of the coking area. We have also begun 
experimenting with hermetic doors. We have set ourselves the goal of 
reaching 95% hermeticity of cell doors, an effect so far achieved I think, 
only by the Dutch. 


In a bid to give a definitive assessment of the HK's effect on the environ- 
ment, we have embarked together with the Voivodship Office, some research 
institutes and with the Environmental Health Inspectorate (Sanepid) upon 
a first-ever research bid in Poland to establish accurately the condition 
of environment in the protective zone around the complex, outside it, and 
in the area of the cokery itself. We are spending half a million dollars 
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to buy measuring devices which will be used for the benefit of the entire 
region. New studies will be conducted when the cokery will work and then 
comparative data will be used to see exactly just how harmful the cokery 
is for the environment. Until then, though, whatever is said on this 
matter amounts to guesswork and fears are exaggerated. 


Q: But this is all a question of the future. What about the troubles 
and problems of today? 


A: We have never been short of problems. This year, the situation was 
made exceedingly difficult by the severe winter--more precisely, by cuts 
in gas deliveries in the winter. We suffered considerable losses. 
Zdzieszowice was the only plant to work uninterruptedly and to record good 
effects. By the end of June that plant supplied 51,000 tons of coke over 
and above the plan target, and analyses suggest it may furnish up to 
120,000 tons in extra output by the end of the year. 


But we suffered losses in all other items of production. For example, 
we turned out 85,000 tons of steel and 123,000 tons of semifinished 
products less than planned. We have been trying hard to make good for 
those winter losses. In April we partly replenished our stocks, and in 
May and June we embarked on ‘ull-scale work for this purpose. I think 
we stand a fair chance of fulfilling plan targets for 1985 as far as 
end products, pig iron, and probably also steel are concerned. But 
semifinished products present a problem. Simple methods are of little 
use in this area. We are looking for some new technological devices 
which could enable us to overcome our difficulties with the fulfillment 
of our plan tasks. It looks now that we may end up short of 50,000 
tons of semifinished products. 


The situation is further compounded by the falling employment figure. 
Manpower shortage is particularly acute at the Dzierzynski plant. Gantry 
crane operators, smelters and rolling-mill operators are most difficult to 
recruit of all. These acute shortages may force us to change the organi- 
zation of our work. Most of those who leave our plants do so by simply 
walking out on us. At the HK alone, 600 workers have handed their resig- 
nations which are running now. Should this tendency persist, the winter 
delays will be very hard to make good. 


Q: What are you doing in this situation, then? 


A: If you want to counteract something effectively, you have got to know 
the backdrop of the given process. What is going on in Poland now is a 
great migration of population groups. You won't find one enterprise in 
which the workforce is really stable. I don't believe wages should be 
increased to keep the workforce from leaving. True, you can't hope to do 
anything great unless you open possibilities to earn good money. But 

this race for higher wages leads up to nowhere. This is why we at the 
steel complex are doing a lot to strengthen discipline, and, on the other 
hand, to strengthen labor motivation. While there's a lot of work to do, 
not all are sincerely committed to doing their work properly. This is why 
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I think we ought to give priority treatment to those who work diligently 
than to those who earn little. We are also locked in a fierce battle 
against red tape in our administrative system. As of July 1 we have intro- 
duced juite tough rules concerning the employment of new clerical personnel. 
I'm sure this combination of labor-motivating measures with discipline will 
eventually produce the desired effect. 


CSO: 2020/12 
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POLAND 


INCREASED SHARE OF POLONIA FIRMS IN FOREIGN TRADE SOUGHT 
Warsaw PRZEGLAD TYGODNIOWY in Polish No 30, 28 Jul 85 p 8 


[Text] Miroslaw Ziach and Mariusz Dastych talk to Jerzy Szopa, Deputy Chairman 
of the Polish Chamber of Foreign Trade (PIHZ). 


Question: This year the Polish Chamber of Foreign Trade played the main part in 
organizing the Polonian Economic Forum. Does this mean that Poland will now be 
attaching greater importance to trade with Poles living abroad? 


Answer: Yes, that is right, but above all it means that we will be attaching 
greater importance to foreign trade in general. Given lack of any substantial 
credit and financial cooperation with capitalist countries, export revenues 
continue to be the only important practical source of financing imports. In the 
years to come, we have to earn enough not only to cover the imports we need, but 
also to service Poland's debt and gradually pay back the principal. We want 
Polonian industrialists and businessmen to contribute to the process of restruc- 
turing the Polish economy to gear it more towards exports. Our countrymen 
abroad are naturally suited for this, since their knowledge of the respective 
foreign markets is better than ours, they often occupy important positions in 
local business circles, and they also maintain close contacts with Poland. We are 
counting on their assistance, which will be treated in a business-like manner, 
of course--so that it benefits both sides. 


Question: Yet past practice has shown that the maxim “where there is a will, 
there is a way," is not always true. Although Polonian companies’ exports 
doubled last year compared to 1983, their total value is still small, just 
over 8 billion zloty. What is it we want to sell? 


Answer: [Foreign Trade] Minister Nestorowicz outlined Poland's trade with 
expatriate Poles in the paper he delivered at the 9th Polonian Forum in 
Poznan. I will be brief, therefore, and just repeat that our main exports to 
Polonian firms abroad--apart from coal--are game, rabbits and meat products. 
Last year, these made up 27 percent of all exports to those firms. Ready-to- 
wear clothing and metallurgical products accounted for 21 percent and around 
22 percent, respectively. Our exports mainly go to West Germany and Great 
Britain. I do not think Polonian firms should be treated as customers for 
specific products only. I believe any product can be sold. If a foreign 
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businessman of Polish origin comes to us with an offer that is as good as 

the others, we give him priority. This is seen to by special representatives 
of the foreign trade companies, who are responsible for promoting trade with 
expatriote Poles. 


Question: What about the other side? What does the PIHZ think of the potential 
Polonian businessmen represent and their interest in doing business with their 
old country? 


Answer: The level of interest and the potential involved differ widely. We 

do not know whether the Polonian firms will have enough capital to come into 
the trading companies Polish foreign trade enterprises are setting up in various 
countries. The Polish authorities are also working on procedures that will 
allow foreign companies, including Polonian ones, to set up joint-stock 
manufacturing companies in Poland. Work on the bill on this question is 
already well advanced. What we have in mind here is joint investment in 
production for export in such lines as food processing and the manufacture of 
certain machinery, and also ancillary supplies for engineering plants that 
produce for export. There is not much happening yet in these fields. However, 
these ventures will certainly require much more than the US$100,000 currently 
needed to set up a foreign-owned small business in Poland. The amount of 
capital that has to be invested will depend on the specific projects the 
Polonian firms want to get involved in. Nevertheless, I believe these ventures 
will be a paying proposition both for ourselves and for the Polonian firms 
involved. 


Question: What measures is the PIHZ taking to encourage Polonian entrepreneurs 
to cooperate with us? Do the present regulations favor such cooperation? 


Answer: Let us begin by looking at the resources available for this, both on 
our side and on theirs. To put it simply, we are considering setting up a 
specialist committee of the PIHZ to deal with exports from small businesses; 
this would also concern itself with Polonian firms abroad and the export 
potential of those of them operating here in Poland. The committee would be 
a voluntary body, gathering together representatives of Poland's small manu- 
facturers, of importers and exporters (including foreign trade enterprises’ 
representatives responsible for cooperation with Polonian firms), and also of 
Polonian businessmen. The committee is conceived of as a place for making 
contact: and comparing offers, and as a body inspiring research into ways of 
increasing exports from these sectors. 


As far as the regulations are concerned, we need more time to judge what effect 
they are having. The rule that half of all hard currency earnings have to be 
solid to the Treasury for zloty has only been in force for 18 months (this 
applies to Bolonian companies’ exports). 


Question: And what role should the Treasury be playing here? 
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Answer: Above all, it should be watching over the interests of the state. Let 
us take the example of the Polonian companies. It is true that their export 
growth has been falling off lately. Yet it cannot be denied that under the old 
regulations, when they paid the Treasury out of their net export earnings, 

what they handed over was ridiculously little. Now, with the Treasury 
collecting its share of gross earnings, these sums amount to millions of 
dollars. The interests of particular firms may diverge from those of the state-- 
they often do, in fact--but this does not mean that adjustments cannot be made 
here. At the end of the Forum in Poznan, representatives of Polonian business- 
men and the state authorities held a meeting with Tadeusz W. Mlynczak, Vice- 
Chairman of the Council of State. The businessmen argued that the current 
regulations discouraged exports. I asked them to pass on to us any materials 
they produced on this question, presenting concrete arguments to support 

their point of view. Unfortunately, I have not received anything from them yet. 


Question: Let us return to the committee you mentioned, which--within the 
framework of the PIHZ--is to coordinate the export initiatives taken both by 
domestic firms and the Polonian ones. What is going to be the committee's 
main line of action? 


Answer: The committee should indicate what reserves still exist untapped and 
what new opportunities there are. We are assuming that small manufacturers, 
private tradesmen and Polonian companies are not exploiting their export 
potential to the full. At present exports account for a mere 1.5 percent of 


output in the private trades, 5 percent in small manufacturing and 4.5 percent 
among the Polonian companies, against 13 percent in the national economy as a 
whole (although this is also too little in comparison with other countries!). 


So we have to make constant efforts to stimulate these sectors’ interest in 
exports. 


cso: 2020/218 
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ANTI-PROFITEERING COMMISSION EXAMINES POLONIA FIRMS 
Warsaw ZYCIE WARSZAWY in Polish No 184, 9 Aug 85 p 1 


[Text] The problems discussed by the Central Anti-Profiteering Commission 
([CKWS] during its meeting on August 8 were not classic cases of profiteer- 
ing. Classic profiteering consists of illegally re-selling goods for a 
high profit, while the foreign firms in Poland mainly produce goods and 
offer services and few sell their products in their own shops. 


The Commission's meeting was also attended by representatives of the 
ministries concerned and of the Polish-Polonian chamber of commerce 
Interpolcom. The participants discussed anomalies in the functioning of 
foreign firms in the area of finance, supplies, cooperation with public- 
sector enterprises, etc. Although these practices could hardly be termed 
profiteering, they are equally detrimental to society and the economy, 
causing losses to the state budget and bringing unjustified profit to the 
owners of these firms. 


At the end of last year, small-scale foreign manufacturing firms employed 
more than 42,000 people. Their production last year exceeded 78 billion 
zloty, which was an increase of over 75% in comparison with 1983. The 
firms have been selling most of their products on the Polish market or to 
Polish producers. Most of the foreign firms in Poland produce clothing, 
chemicals, leather goods or wooden items. Their production accounts for 
almost one-tenth of the total production of small private businesses in 
Poland. 


What are the anomalies most often detected by the inspecting bodies? 


First of all, some foreign firms fail to supply their products to the 
public-sector enterprises from which they obtain production materials 
and sell them to other customers instead’. Moreover, it has been detected 
that some foreign firms have been pursuing a special kind of cooperation 
with public-sector firms: they provide them with materials from which 

the latter manufacture goods, which the foreign firms then take back and 
sell, Some foreign firms have also bought ready made goods from public- 
sector manufacturers, and then just added cosmetic touches or simply 
attached their own labels and sold them as their own products. 
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Inspectors from fiscal chambers have also found out that foreign firms 
have been using Polish materials almost exclusively, including those in 
short supply, rationed and purchased by public-sector firms for foreign 
currency. Of the 114 firms which have been inspected, only nine have 
been manufacturing products exclusively from materials imported by then, 
while as many as 91 have been relying on public-sector supplies. 


Other anomalies include engaging in production and services which are 
not covered by the firm's licence, setting excessive prices (including 
unjustified expenditure on production costs), investing too little hard 
currency and failing to invest in accordance with the declarations they 
have previously made. 


As a result of all this, 15 foreign firms had their licences taken away 
from them last year. Foreign firms also had to pay a total of 4 million 
zloty in fines and almost 200 million zloty in extra taxes last year. 


As the participants in the meeting stressed, these incidents should not 

be generalized, for generally the operations of foreign firms are 

beneficial to the Polish market. Nevertheless, the regulations concerning 
the supplies of materials and fuel which they obtain from the public sector 
haveto be made more precise to prevent future misunderstandings. Foreign 
firms also produce to Government orders and, being small-scale manufacturers, 
have the right to obtain supplies under the same terms as Polish privately- 
owned businesses. 


The discussion during the meeting finally focused on the role of foreign 
firms in the Polish economy. "We should avoid oversimplifications and 
myths, both excessively pessimistic and optimistic,” said one speaker. 
"One such myth is that these firms entice employees away from the public 
sector. After all, the number of people employed in this sector, 
slightly more than 49,000, is just a drop in the ocean compared to the 
millions employed in the national economy. Many oversimplifications have 
also been made about wages; these are often related to high productivity 
and strenuous work. 


The participants in the meeting concluded that the regulations governing 
the operations and financial status of foreign firms laid down in the 

law which was amended at the end of January this year have passed the 
practical test. But, as we said earlier, more precise regulations are 
necessary to put supplies and general cooperation with the public sector 

in order, A lot also depends on the permit for the foundation of a foreign 
firm issued by local authorities. Before such a permit is issued, the 
local authorities should thoroughly analyze the local demand, the firm's 
investment capacities and its foreign currency resources. 


It is more and more difficult to set up a foreign business in Poland 
these days--you need hard currency, zloty, sources of supplies and 
customers. As someone remarked, sole years ago all you needed was a 
foreign passport, some dollars and the determination to make money. 
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This is clear when you look at the figures: 142 new firms were set up 
last year, but a further 127 applications were rejected. 


Let us conclude this report with the statement made by Deputy Premier 
Zenon Komender, the Commission's head, who said that foreign firms were 


not unwanted children, but a precious component of private manufacturing 
in Poland and that was how they should be treated. 


CSO: 2020/12 
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NEW PAY SYSTEM SUCCESSES, FAILURES SUMMARIZED 


Warsaw ZYCIE WARSZAWY in Polish 19 Aug 85 p 1 


[Text] By the end of last July, 2,949 enterprises employing about 4.5 million 
people had adopted their own pay systems. New applications for the registra- 
tion of pay agreements are constantly being filed. About 350 agreements are 

currently being consulted with the Ministry of Labor, Pay and Social Services. 


It should therefore be expected that half of the employees of the enterprises 
which the law of January 1984 granted the right to adopt own pay systems will 
soon be getting paid under new systems. This rapid spread of new pay systems 
(the first ones were registered in May 1984) indicates that the provisions of 
the pay law are generally correct and have been approved by workforces, which 
are interested in instituting a closer link between pay and the results of work. 


According to the Labor Ministry's recent study of 105 enterprises, the new 
systems promote advantageous changes in the pay structure and the relationship 
between pay and productivity. Contrary to initial fears, they have not been 
an extra factor in generating inflation. 


Theoretically, there is no upper pay limit at enterprises which adopt new pay 
systems. This should enable enterprises to introduce high pay differentials 
and give very good pay to the best employees. Yet, the enterprises under 
investigation have opted for uniformity. The lowest hourly pay rate is 

30 zloty and monthly pay--5,400 zloty. The highest hourly rates range from 
100 to 165 zloty, but in practice the rates paid do not exceed 120 zloty. 
Maximum monthly pay ranges from 21,000 to 27,000 zloty. This probably means 
that enterprises simply cannot afford to pay very high wages to the best 
employees. 


Despite this, wages increased at nearly all enterprises after the adoption 

of new systems. One reason for this is that, prior to signing a pay agreement, 
most enterprises amassed considerabie resources with the intention of winning 
the workforce over to the idea of a pay reform. When this initial period is 
over, it would be expected that the main result of the new systems will be to 
stimulate more efficient work, i.e., promote enterprise performance. 
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While the new pay law was being worked out, the principles of paying overtime 
and calculating other extras were the most contentious issues. It has now 
turned out that these principles have been widely approved 63 percent of the 
studied enterprises have adopted the minimum pay in the national economy 

as the basis for calculating overtime. Some 70.5 percent of the enterprises 
have adopted this procedure also for calculating nighttime pay. 


All the investigated enterprises have adopted uniform allowances for all 
employees for work under conditions of hazard to health; the vo'tume of the 
allowance is equal to or higher than the minimum allowance laid down in the law. 
As for the seniority bonus, which provoked heated discussions, nearly 80 percent 
of the enterprises have decided to calculate it on the basis of the minimum 
national pay and the remaining ones calculate it in the old way--on the basis 

of the employee's basic pay. A large number of enterprises (ca 40 percent) have 
included the concessions in kind, which used to be paid to employees in cash, in 
the basic pay. 


As a result of these reforms, the internal structure of pay has visibly improved-- 
the share of pay components directly linked to the results and conditions of 
work has increased from 50-60 percent to 80-85 percent of total pay. 


The basic economic indices of the enterprises using new pay systems have also 
improved. In the studied industrial establishments, the value of net sold pro- 
duction per employee has increased by 24.9 percent, and average wages, by 

17.5 percent during a period of one year. The relations between pay and produc- 
tivity in those enterprises are better than in all industry. However, it should 
be borne in mind that not all enterprises using new pay systems have achieved 
such good results--at some, wages are far ahead of productivity. 


One important aspect of introducing individual pay systems was updating work 
quotas. Most enterprises have adopted a simplified procedure for updating 
quotas--using certain corrective coefficients. This procedure, simplified as 
it is, has allowed them to make quotas more realistic. At the investigated 
industrial establishments, the average execution of quotas has decreased from 
174.1 percent to 114.4 percent after the introduction of new quotas. 


The probiem has another, incalculable but important aspect: at long last, 
quotas have ceased being a sensitive issue; for the first time in many years 
such a large-scale correction of quotas has been introduced without protests 
on the part of workforces; this was possible because of a simultaneous 
increase in the basic pay rates. 


However, the hopes that the new systems would help enterprises solve employ- 
ment problems have not been fulfilled. The structure of employment has improved 
in only a few enterprises and most still have too many clerical workers and too 
few blue-collar workers. Only a few enterprises have managed to arrest the 
decrease in the number of qualified workers, which should be considered a 
success in the present labor situation. 
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The new pay systems have not improved the use made of working time; the 
situation has even deteriorated at the enterprises in question. The proportion 
of working time actually spent at work has decreased from 84.1 to 83.7 percent; 
absenteeism, especially on account of illness, has increased. 


Naturally, individual pay agreements cannot be the only way of restoring a link 
between pay and work, especially as many other factors, including supplies, 
investment and personnel, influence enterprise performance. But no new policy 
produces instant results. The functioning of the pay law, too, requires careful 
study over a longer period. If some of its provisions turn out to be unsuitable 
there will be a chance to correct them, for the Council of Ministers is to 
present an evaluation of the law's functioning to the Sejm before the end of the 
year. This will allow the Sejm to change these provisions of the law which 

have not passed the practical test. 


cso: 2020/218 
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CHEAPER DOMESTIC HARD CURRENCY CREDITS OFFERED 
Warsaw RZECZPOSPOLITA in Polish 19 Aug 85 p 5 


[Text] Hard currency credits granted by the Bank Handlowy foreign trade bank 
are becoming increasingly popular among exporting firms as a way of financing 
imports of production supplies. Enterprises set to make a quick return on 
export-oriented investments have also become bolder in applying for hard 
currency loans. 


Now that the interest on hard currency credits has been lowered, these loans 
should become even more popular. As we were told by Bank Handlowy's Vice 
President, Edward Simbierowicz, the new lending rates are: 


--in the case of loans of up to 6 months: LIBOR fixed rates for 3-month 
deposits (according to current quotations on the London market), plus 
0.5 percent (previously 1 percent); 


--in the case of loans of up to 12 months: LIBOR fixed rates for 3-month 
deposits, plus 0.5-l percent (previously 2 percent); 


--and in the case of loans of over 12 months: LIBOR floating rates for 
6-month deposits plus 0.5-1.5 percent (previously 3 percent). 


Bank Handlowy gives special preference to short-term loans. In justified cases, 
enterprises with meager export revenue allowances can apply to the minister 

of foreign trade, who is authorized—after consulting the finance minister--to 
increase the rate of the applicant's export revenue allowance during repayment 
period. 


Interest in hard currency credits has been increasing steadily. While only 
five loans were made in 1984, totalling US$9.6 million, by mid-August this year 
Bank Handlowy had granted 19 credits worth $33.3 million. 


It is very important that the loans be repaid promptly. In this respect, 
Bank Handlowy is satisfied with its clients’ financial discipline. 


cso: 2020/218 
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POLISH SHIPPING COMPANY SLOWLY RECOVERING 
Warsaw ZYCIE WARSZAWY in Polish 19 Aug 85 pp 1, 2 


[Excerpts] The Polish Baltic Lines [PZB] shipping company, which 3 years ago 
found itself on the verge of bankruptcy, is gradually recovering. Last year 
already proved to be pretty successful; the four ferryboats belonging to PZB-- 
Wawel, Wilanow, Pomerania and Rogalin--carried a total of 269,000 passengers, 
49,000 cars and 20,000 heavy trucks. For the first time in many years the 
company was not subsidized by the state and ended up with a small profit. A 
fifth PZB boat-—-Silesia--has been chartered for cruises around the Mediterranean 
until 1986, which is quite a profitable deal for the PZB. 


This year the PZB ferryboats have so far carried a total of 165,000 passengers 
and 10,500 heavy trucks (15 percent more than originally planned) on lines 
connecting Gdansk and Swinoujscie with Ystad, Helsinki, Nynesham, Copenhagen, 
Travemunde and Visby. 


With an eye to PZB's needs, the Polish Steamship Company [PZM] has purchased 
another second-hand ferry from Sweden. Despite the fact that it is 15 years old, 
its condition is said to be much better than that of Wawel or Wilanow which 

will soon have to be replaced. The boat named Lancut, capable of carrying 

24 heavy trucks, and 320 passengers, will sail on the Swinoujscie-Ystad 
crossing, beginning 1 October. 


The Swedish press reported recently that Poland had placed an order with the 
well-known Kockums AB shipbuilding company in Malmoe for an even larger ferry 
with a capacity of 4,400 DWT, to be powered with coal. It is capable of 
carrying 36 railway cars, 42 heavy trucks and 462 passengers in single and 
double-berth cabins. The boat will have seven decks, shops, restaurants and 
bars for 500 people and will be up to European standards, 


This first combined train and car ferry will start plying the Swinoujscie-Ystad 
route in 1987. 


In addition to this, the Polish Baltic Lines operates another 10 old medium-size 
bulk-cargo ferries. Unfortunately, the boats, taken over from the Polish 
Steamship Company in the 1970's, are virtually falling to pieces. In the future 
they are to be replaced with 12 new bulk-cargo carriers, to be built by the 
Wroclaw yard to PZM's order. 


cso: 2020/218 
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SPECIALISTS SPEAK FRANKLY OF MARITIME INDUSTRY CRISIS 
Gdansk GLOS WYBRZEZA in Polish No 156, 6-7 Jul 85 p 3 
[Article by Kazimierz Kolodziej] 


[Text] The annual celebrations of the Days of the Sea give reporters 
occasion to write eulogizing articles. This year, only one regional 
periodical appearing in the coastal region cefied this tradition as it 
devoted its June issue to an honest analysis of what is right and what is 
wrong in Poland's maritime economy. I have in mind the monthly Technika 
i Gospodarka Morska. This monograph merits attention, because several 
specialists voice quite unconventional views. 


Shipping 


Liner traffic is discussed by Janusz Mondalski. He attributes the current 
crisis in this branch to several causes. The deepest of all crises is the 
continuing stagnation of freight liner transport, a consequence of the 
deep recession in the capitalist world. To this came our own internal 
economic crisis in result of which Polish cargo shipments carried by the 
Polish Ocean Lines (PLO) shipping company plummeted. From 1982 onwards, 
costs both domestic and foreign have been surging drastically. These 
various factors combined to push liner traffic, previously a very profit- 
able kind of shipping services, into the red. 


Is there a remedy? Mondalski says there is. Tonnage must be reviewed, 
which means that unprofitable ships must be sold. The competition in the 
West has been feverishly doing precisely this. Yet what can be bought 

in return? The problem is exactly that the withdrawn ships can be substi- 
tuted by nothing else because Polish shipyards supplied the PLO not even 
with a single new liner, Mondalski proposes the following way out of the 
impasse. All lines must be classed either with those whch are of strategic 
importance for Poland's foreign trade or with those for which supplies 

of Polish goods will be insufficient. The former should be embraced by a 
program for building a new merchant fleet the bulk of which would be 
financed by the state budget. As for the second group of lines, the PLO 
management would decide their viability in each case. In order to forestall 
any forfeiture of a given line due to the reduced tonnage, Mondalski 
proposes to expand cooperation with shipping companies from other socialist 
countries. 
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What, then, is going to happen to the Polish liner company as it is facing 
both a domestic and a worldwide crisis? Mondalski says that now that the 
scrapping process inexorably creates the danger of disintegration, there 
is probably no more urgent task than to implement fully the 9th PZPR 
Congress and 10th Central Committee Plenum policies concerning the modern- 
ization and reconstruction of the liner fleet in reliance on Poland's own 
shipbuilding capacities. 


Tramp services, which are discussed by Olgierd Lorek, are much better off 
than the liner traffic because they suffer no shortage of cargo, which 
is supplied mainly by Polish companies. The Szczecin-based company PZM 
is making good money on this, enough to reinvest part of its profits. 
PZM have found a good way of building ships on credit. Unfortunately, 
75% of its new tonnage comes from foreign shipyards. But in other coun- 
tries, shipping companies buy most of their new ships from their national 
shipyards, e.g., 99.4% in Italy, 91.8% in France, 94.4% in Belgium, 472 
in the United Kingdom. These figures, says Lorek, are telling enough, 
considering the kind of maritime policy Poland is pursuing. 


Seaports and Shiprepair Yards 


These two branches of Poland's national economy have at least one thing in 
common: their capacities are fairly obsolete and worn-down, and this is 
a bad time for replacing worn-down equipment. 


Three authors--Adam Nowotnik, Hugon Malinowski and Zgigniew Gracz--who 
represent the seaports of Gdansk, Gdynia and Szczecin-Swinoujscie, call 
loudly for injections of new capital. In Gdansk, the building project 

at the Port Polnocny facility eclipsed the urgent capital needs of the 
"old" harbor facilities. Expansion and modernization of the transshipment 
and harbor facilities for general cargo, ores, fertilizers, grain and 
other freights have ground to a halt, apart from allowing the facilities 
now installed to get worn down, 


Even the port of Gdynia, apparently still quite young, is meanwhile also 
badly in need of overhaul. From a report on the port's technical condition 
it follows the whole wavebreaker is first on the list of most urgent 
repairs, and 16% of all berths in Gdynia must be repaired if traffic is to 
go on. Seaport stores, too, are in bad shape in Gdynia. 


But the worst situation is in Szczecin, the city which received harly any 
of the major investment projects that were so numerous during the last 40 
years. Zbigniew Gracz says that unless the facilities now installed are 
urgently refurbished and replaced the Szczecin seaport's overall handling 
capacity may fall by a staggering 25% within the next five years. This 
would have a disastrous effect on Pwland's national economy. 


Seaports are usually classed by their respective handling capacity volumes, 
But they are also extremely productive sources of public finances and of 
the banking system. In 1984, for instance, the Szczecin-Swinoujscie 
seaport facilities paid no less than Zl 4.15 billion to the treasury. This 
mea: : t they paid Zl 2.22 per every zloty in wages and Zl 0.43 for every 
zloty vo: sold services. 
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Although they are financially independent, the seaports are incapable of 
footing all bills for investment of repairs on their own because these 
are all very expensive undertakings which need to be backed by the entire 
national economy. 


Ever since World War II, Poland's: shiprepair yards have been lagging 
behind the growth of sea transport and fisheries. Stefan Schweiger says 
that effective demand for shiprepair services has increasingly outpaced 
capacity. In recent years, it was covered in 0% for repairs of big 
vessels, 50% for medium-sized ships, 75% for small ships, and 687% for 
containers--and no improvement is in sight, in view of the growing dis- 
investment in the industry. 


Fisheries 


Poland's fishing industry kept growing strongly and consistently till 

well into the mid-seventies, and there was no sign of an impending collapse. 
But in 1975, all of a sudden, fish became a politically sensitive matter 
when countries with access to abundant fishing grounds captured them for 
themselves proclaiming 200-mile fishing zones. That was a disastrous blow 
to Poland's fishing industry. Those responsible for the branch even 
wondered if there was still any point in going on with this line of 
business. That uncertainty about high-sea fisheries led to halting all 
investments, and now the effect is that our fishing fleet is shrinking 
before our eyes. 


Fortunately, as Krzysztof Jaworski points out, high-sea fishing has recently 
had its role reconsidered. Studies show that if you include Government 
subsidies into account then the cost of protein to win from fish is lower 
than that of winning any other kind of protein. 


So, despite the difficulties arising from a new delimitation of fishing 
grounds and from the structure itself of high-sea fishing, the latter is 
still an interesting economic option line for business operations as well 
as a promising element of food production in Poland. 


Decisions the Government made a short time ago are designed to bring about 
precisely this. The integration of fishing with food economy has already 
produced results in the sense that good conditions have been created for 
buying ships on credit and, in some cases, for getting subsidies from the 
state budget for this purpose. But this is bound to take time. It will 

be only in 1987 that Poland's fishing fleet will get the first new vessels. 


Disproportions 
Old readers probably well remember those press battles over the dispropor- 


tions in Poland's maritime economy. It was often promised that any such 
disproportions would be eliminated in this or that five-year plan. 
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But no more than promises happened. Now, in 1985, Minister Jerzy Korzonek, 
who is in charge of the Shipping and Fisheries Board, has this to say in 
the monthly reviewed here: "Now it is clear--in particular against the 
backdrop of the worldwide economic crisis of the late 1970s and Poland's 
own political and economic crisis of the early 1980s--that the rapid and 
even vehement growth of Poland's maritime economy in the last 40 years alsv 
had certain weaknesses, apart from undeniable successes. I have in mind 
primarily the structural disproportions of the maritime economy itself 

and its links with the outside world and with the other sectors of the 
national economy. Toward the end of the previous decade some such dispro- 
portions were already evident--many ships were produced but only few of 
them were used by Polish shipping companies; Poland's merchant fleet was 
obsolescent compared to international shipping standards; and the sophis- 
tication of goods handling potential was much higher at shipping companies 
than at industrial manufacturers or transport companies from other regions 
of Poland. 


"There were also other disproportions. There was that between the demand 
level of Polish foreign trade companies and transit services on the one 
hand and our seaports’ handling capacities on the other; between the 
fleet's demand for repair services and the repair shipyards’ technical and 
organizational equipment; between the fishing fleet's aggregate operational 
capacity and processing, transport and storage infrastructure of land; or 
between the productive potential of Polish shipyards and the technical 
condition of cooperating enterprises inside Poland. Those disproportions 
had different causes, including a shortage of funds, limited building 
capacities or mistaken concepts such as the view that individual branches 
were treated as autonomous minisectors in isolation from other sectors 

and branches of the national economy. In brief, we had no long-term 
comprehensive and self-consistent maritime policy for any area of our 
maritime economy." 


The same idea threads through the article by Zbigniew Grzywaczewski who 
analyses the production of ships by Polish yards for Polish shipping 
companies. The statistics he cites show that still in 1970 as much as 

26% of Polish-made vessels were supplied to Polish buyers. But between 

1975 and 1984 only between 32% and 8% were sold to Polish shipping companies. 
This, argues Grzywaczewski, is a very bad policy, because prices of foreign 
ships are generally higher and periods for credit repayment shorter than 
those the [Polish ships exporter] Centromor is getting in its own foreign 
transactions. This argument, which has been advanced for years now, some- 
how cannot convince those responsible for policies in this area, 


Why? Grzywaczewski attributes this all to just one effect--the self- 
interest of ministries, which treat the department of maritime economy 
condescendingly as a poor relation. 
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But recent years, the author observes, have brought a new approach to 

the problem of maritime economy. This could be seen during the PZPR 
Central Committee Plenum at which a decision was made on Poland's maritime 
economy. The Sejm, for its part, devoted a session to this problem and 
passed a relevant resolution. This may signal a new tendency in this 
sector, only that no tangible effects have yet to be seen. 


CSO: 2020/12 
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NORWAY, SWEDEN ON AGRICULTURAL FUND 
Warsaw PRZEGLAD KATOLICKI in Polish No 26, 18 Jun 85 p 2 


[Text] A delegation from the Organizational Committee of the Agricultural 
Fund, made up of Rev Aloyzy Orszulik, representative of the Polish episcopate 
on matters dealing with the Agricultural Fund, and Prof Andrzej Stelmachowski, 
Committee chairman, visited Norway and Sweden from 26 May to 10 June 1985 on 
a reporting and surveying mission. 


During its visit in Norway (from 27 May to 4 June) the delegation held talks 
in Oslo with Catholic and Lutheran bishops, the vice-minister of foreign 
affairs, the vice-minister of agriculture, the vice-minister of education, and 
also with the leadership of the farm unions. All of the interlocutors showed 
a great deal of interest in the program for assisting Polish farmers and de- 
clared their concrete support. The farm unions expressed their willingness to 
participate in the conduct of a pilot program. In order to collect funds for 
the Fund, two committees were appointed in Stavanger and Foerde. They are 
being supported by local administrative authorities. 


During the period 4 to 8 June, the delegation held talks in Stockholm with 

the local Catholic bishop and representatives of the Ministry for Foreign 
Affairs, the parliamentary commissions for agricultural and foreign affairs, 
with the leaders of the Peasant Party, and with the Swedish Farmers Union. The 
representatives of the Swedish authorities expressed a lively interest in the 
suggestion made to them that an Agricultural Fund be established in Poland. On 
the other hand, the Swedish Farmers Union not only showed an interest in this 
proposal but declared that it would participate in conducting a pilot and 
overall program. 


“The representatives of the Organizational Committee of the Agricultural Fund 
visited many farms, processing plants, and farm-service establishments during 
their visit in Norway and Sweden, acquainting themselves with Norwegian and 
Swedish operations from the standpoint of their usefulness in Polish agricul- 
ture. They also had an occasion to present the Fund's programs in the Higher 
Agricultural Schools. The delegation paid a visit to the Polish ambassadors 
in Oslo an? Stockholm, 


9295 
CSO: 2600/977 


48 





JPRS-EEI-85-073 
12 September 1985 


POLAND 


BRIEFS 


MINING COMMISSION MEETS--The Mining Commission of the Central Committee met 
under the chairmanship of Jerzy Romanik, member of the PZPR Central Committee 
Politburo. The preparation of courses of action contained in a separate legal 
regulation describing the functioning of enterprises in the fuels and energy 
industry was discussed. In discussing these problems, the Minister of Mining 
and Energy, Czeslaw Piotrowski, mentioned that the government was bound to do 
this by a Sejm resolution dated 21 March 1985. The resolution outlined the 
courses of action to be taken aimed at ensuring the national economy deliver- 
ies of fuels and energy to the year 2000. The Sejm stressed at that time that 
a growth in production and supplies of energy should occur mainly through an 
increase in extraction of solid fuels and development of the power industry. 
[Text] [Warsaw ZYCIE WARSZAWY in Polish 11 Jul 85 p 2] 9295 


MINING OPERATION EXPANDS--The extraction capacity of the “Belchatow™ brown coal 
mine increased very greatly recently. The llth in a series of giant excavators 
began operations in a pit which is already almost 1,200 meters deep. The excav- 
ator was produced by the West German firm Orenstein-Koppel (this is the second 
machine from this firm at Belchatow), and was set up by work teams from the 
Polish enterprises MOSTOSTAL and TERMOKOR from Warsaw and from the Katowice 
Electrical Equipment Erection Enterprise. This giant weighs almost 6,000 tons. 


The equipment removes the "first floor” of the overlay occurring over the coal. 
Thanks to improvements made in the machine, it exceeds the planned extraction 
capacity. [Text] [Warsaw ZYCIE WARSZAWY in Polish 15 Jul 85 p 1] 9295 


ITALY SUPPORTS AGRICULTURAL FUND--The representative of the Polish episcopate 
on matters dealing with the Agricultural Fund, Rev. Alojzy Orszulik, held talks 
on 2-4 July 1985 on the subject of Italy's participation in the program. Fill- 
ipo Maria Pandolfi, Italy's minister of agriculture, took part in talks with 
leaders of the Italian Federation of Farm Companies and the Society of Private 
Farmers, which were held in Rome. The interlocutors showed a great deal of 
interest in the Agricultural Fund's aims. At the outset, the additional parti- 
cipation of Italy (outside the framework of the EEC) in the Fund's programs 

was declared. [Text] [Warsaw PRZEGLAD KATOLICKI in Polish No 30, 28 Jul p 4] 
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SWEDISH FERRY FOR POLAND—The Kockums AB shipyard of Malmoe is to sell Poland 

a ferry capable of carrying 36 railway cars, 42 goods vehicles and 500 passengers. 
The new ferry is to be built by mid-1987 and will service the overloaded 
Swinoujscie-Ystad run. The Swedish press as pointed out that following 

Foreign Trade Minister Mats Hellstroem's July visit to Warsaw Swedish business- 
men and industrialists have renewed their interest in Poland, expecting to see 

a number of mutually beneficial contracts concluded in the near future. 

[Excerpts] [Warsaw TRYBUNA LUDU in Polish 16 Aug 85 p 7] 


MARINE EQUIPMENT TO TURKEY--The Cegielski Factory foreign trade office in Poznan 
has signed a 60 million dollar contract with the Turkish Shipbuilding Industry, 
Inc. for the supply of marine equipment including engines and other items for 
three ships which are being built in Istanbul for the Polish Steamship Company 
PZM. Similar supplies for another three ships will follow. Under the contract, 
to be implemented during the next three years, Cegielski will also supply 
equipment for two Panamax ships to be built in Turkey. Some supplies will go 
to private shipowners. [Text] [Warsaw RZECZPOSPOLITA in Polish 15 Aug 85 p 3] 


OIL DRILLING RESUMED--After the completion of thorough maintenance work, a 
platform owned by the Petrobaltic organization for petroleum research in the 
Baltic Sea left Port North in Gdansk on 17 August. The platform was towed to 

a location some 30 miles off Rozewie, which is the most northern tip of Poland. 
The drilling of one more hole in the Falish shelf was started from the 

platform which is supported by four huge pillars on the bottom of the Baltic. 
Drilling will continue until October, when the platform will return to the 

Port North for the winter. [Text] [Warsaw ZYCIE WARSZAWY in Polish 19 Aug 85 p 2] 


TURKISH COAL REPS VISIT--A delegation from the Turkish coal industry, led by 
Minister of State Ahmet Karaevli, has arrived in Poland at the invitation of 
Lieutenant-General Czeslaw Piotrowski, minister of mining and energy. The 
Turkish delegation is to visit manufacturers of mining machinery and power 
stations. They will also be discussing prospects for expanding cooperation 
between the Polish and Turkish coal industries, which has so far been developing 
successfully. [Text] [Warsaw RZECZPOSPOLITA in Polish 20 Aug 85 p 2] 
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YUGOSLAVIA 


STATUS OF CROATIAN MARITIME FLEET 


Belgrade PRIVREDNI PREGLED in Serbo-Croatian 9 Jul 85 p 3 
(Article by Jasen Grubic: "Firmly Established in the Rear") 


[Text] Every people wants to make as much use as possible of the benefits 

f the sea. The sea and the seacoast, in addition to agriculture and 
forestry, are almost the only natural resources in our country which, 
through their existence, predetermine the legitimate necessity of having the 
bulk of the mechanism of the economy engaged in exploiting them. Croatia, 
however, as a European microregion with average economic development, and at 
the same time as a region with maritime development in the Balkans and the 
heart of central Europe, has also created other conditions that are 
Significant for international trade. Shipping, however, has not utilized 
the very extensive possibilities for increasing its share in Yugoslavia‘'s 
increasing cooperation with the developing countries and in the further 
Gevelopment of its economic potential. Our financial difficulties are the 
reason, and thus the shipping capacities have not been responsible for 
overall prosperity; furthermore, they are not even keeping up with this 
progress. It can therefore be said that the maritime orientation of 
Yugoslavia and Croatia has not been realized. 


In the 1981-1985 development policy, which is characterized by a resolute 
commitment to strengthening the export capability of the economy and within 
this framework a more rapid development of production and services in order 
to achieve more significant results in the export sphere and contribute t» 
resolving the country's difficulties with the balance of payments and the 
foreign exchange balance, the modernization and expansion of capacities in 
Croatia's maritime transportation received a prominent place. The emphasis 
is on equipping the fleet with modern transportation technology and 
equipment, and increasing our competitiveness on the world transportation 
market. The results from the first 4 years of the current medium term 
period are poor, however: of the planned 91 new and used ships with 837,720 
gross tons, 32 have been acquired or built (35.2 percent) with 391,326 gross 
tons (46.7 percent), and of the planned decommissioning of 78 ships with 
387,357 gross tons, 44 (56.4 percent) with 208,843 gross tons (53.9 percent) 
have been “written off." Thus, at the end of last year, the Croatian fleet 
numbered 262 ships with 1,834,974 gross tons; compared to the base year of 
1980, this is 4.03 percent less in units and 10.4 percent less in capacity. 
In the last 10 years (since the previous modern term plan was also half 
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BaseG mainly on these positions, the Croatian maritime shipping work 
organizations have worked out a development program for the next 5 year 
period, until 1990, which has been supported by the group as a whole. In 
connection with this, the capacities of this industry will be developed 
primarily in accordance with the need to meet the demand for maritime 
transportation of goods involved in our foreign trade dealings 


Since 182 of the 262 current ships will be more than 20 years old at the end 
of the next medium term planning period, the program provides 1 “irst of all 
for decommissioning 98 ships belonging to 11 work organizations in Croatia, 
with 623,044 gross tons, and 8 Brodospas units, with 18 gross tons. It 
also provides that the renewal or modernization of the fleet will take place 
mainly in domestic shipyards. For this reason, it is extremely necessary to 
ensure conditions for financing such construction in accordance with the 
Draft Guidelines for drawing up the Social Plan for the republic from 1986 
to 1990. 
In that case, our shippers would secure from domestic slipways 36 ships, 
with 498,918 gross tons, valued at $499.5 million, calculating in terms of 
general export prices. In addition to this, the 5-year program for the 
development of Croatian maritime shipping also provides for the construction 
in domestic shipyards of 5 new ships for Brodospas, along with the purchase 
8 imported units (3 for the shippers and 5 for Brodospas), worth $49. 
million in clearing dollars, and one new special-purpose ship from the 
convertible area, worth $10 million. Finally, it provides for importing 63 
used ships (2 for Brodospas) with modern tec hnology, with 447,040 gross 
tons, worth $238 million, exclusively utilizing a mortgage 


Thus, overall, it is planned that 50 new ships with 531,493 gross tons, 
worth $580.5 million, will be purchased by 1990, along with 63 secondhand 
Ships, which is a total of 113 ships with 978,533 gross tons, worth $818.5 
million. Croatian maritime shipping would thus, at the end of the next 
medium term planning period, have 257 ships (not counting Brodospas' units), 
with 2,117,644 gross tons, which means that in comparison with the present 
Situation, the number of vessels would be reduced by 5, but on the other 
hand their capacity would be increased by 282,670 gross tons (due to a 
better structure of capacities), and the fleet as a whole would become 
younger. 


53 





Program for Imports of Used Ships Until 1990 











Croatian Firm No.Ships Gross Tons Purchase Value (mil.$) 
1. Jugolinija, Rijeka 4 53,700 14.5 
2. Slobodna Plovidba, 4 46,000 21.0 
Sibenik 

3. Jugotanker, Zadar 5 104,200 23.0 

4. Atlantska Plovidba, 10 45,900 33.5 
Dubrovnik 

5. Dalmatinska Plovidba, 5 15,300 12.6 
Vela Luka 

6. Losinjska Plovidba, 13 74,600 3.50 
Mali Losinj 

7. Mediteranska Plovidba 3 10,400 9.1 
Korcula 

8. Splitska Plovidba, 4 7,900 7.7 

9. Istarska Plovidba, 2 28,000 20.0 
Pula 

10. Jadrolinija, Rijeka 7 17,840 27.6 

11. Jadroslobodna 4 £2,000 15.0 

Subtotal: 61 445,840 229.0 

12. Brodospas, Split 2 1,200 9.0 

Total: 63 447,040 238.0 


Favorable Terms for Importers 


Achieving the planned volume of imports of new and used ships from the 
convertible area, the group thinks, requires undertaking certain measures, 
such as ensuring quotas valued at annual rate of imports, freeing importers 
from the obligation to make allocations from their foreign exchange earnings 
obtained by ships purchased on the basis of a mortgage (while the payments 
continue), and making it possible to import leased ships and new ones with 
minimal customs duties and taxes (such "duties" should be completely 
eliminated for used ships that are replacing worn-out ones. ) 


The group emphasizes that a further slowing of the development of our 
maritime shipping in comparison with the rest of the world could jeopardize 
the economic survival of this industry, and cause very uncomfortable 
consequences for our foreign trade and the country's economic interests. 
Consequently, it can be said that the program planned for the construction 
and purchase of ships until 1990 is the only choice and the only basis for 
meeting the needs of our trade with the world and foreign exchange earnings, 
and reaffirm maritime shipping on the international shipping capacity 
market. 


- 


9909 
CSO: 2800/372 
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YUGOSLAVIA 


PROBLEMS IN DEVELOPMENT OF RIJEKA, OTHER SEAPORTS 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 9 Jul 85 p 3 
(Article by S. Slahora: "Nine Candidates for Two Priori*ies"] 


[Text] Rijeka, our largest port, is seriously lagging 

behind in technology, while at the same time we are being 
hit by a wave of modernization of the northern Adriatic 
Italian ports and railroad and highway transportation routes. 


Recently warnings about the obsolescence of our ports have become a “hot 
topic,™ and they are associated with our increasingly more pronounced 
transportation dead end, which some countries are already exploiting to 
increase their own shares of international trade. It is even becoming 
unnecessary to say that we are bdeing threatened with serious transportation 
isolation, but this idea does not seem to be sufficiently kept in mind when 
those in high places make decisions about the development and prospects for 
this industry. 


Especially since last year world trade increased by all of 8 percent, one of 
the most successful years since World War II. It is estimated that exports 
from the developed countries increased by 10 percent and imports by 12 
percent, thus making our laments about world trade and especially about the 
maritime crisis virtually unbelievable. From the position in which our 
commercial fleet, ports, and railroad are starting, the stories about a 
crisis are not even exaggerated, since it is well known that the fleet is 
entering old age and is completely unadapted for sharp international 
competition in attracting more valuable cargos. Even the position of the 
existing line services is threatened. 


Railroad Threatening the Port 


The ports are suffering from technological obsolescence, and as a result of 
this, from a loss of competitiveness as well. This is most seriously 
affecting Rijeka, our largest maritime “station,” which has been hit by a 
wave of modernization of the northern Adriatic Italian ports and their 
railroad and highway routes. The Yugoslav railroad is never going to be 
healthy, and its lack of cars and the congestion at railroad junctions are a 
bottleneck. 
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One cannot even speak of any integrated transportation, like that of the 
developed countries, bDut the existing inefficiencies do not favor our 
consolidation in international trade, especially if one takes into account 
the geopolitical advantages that we possess in comparison with other 
countries. The postwar revolution in world transportation has contributed a 
great deal to integration processes, and it is the basis for the industrial 
ascent of the technologically developed countries. 
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YUGOSLAVIA 


NEW KOSOVO HYDRO-SYSTEM OF LITTLE USE DURING DROUGHT 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 9 Aug 85 p 2 


[Summary] It is already certain that there will be considerable drought 
damage to pasture land, corn and other crops in Kosovo, but it would have 
been much less if the “Ibar" hydrosystem had started working this summer. 
This system which has been under construction for 12 years has been of little 
use. Those responsible in the "“Ibar-Lepenac" hydrosystem (only the “Ibar" 
part of which is finished), have been repeating that this part is completed 
and ready for use, but practically speaking, things are quite different. 
Because of poor work, almost every day many mistakes crop us, water runs off 
unused on all sides through cracked irrigation canals and hydrants are stolen, 
although 16 people are employed to guard and maintain them. In addition, 
agricultural organizations and farmers have not prepared their land for irri- 
gation nor are willing to accept the irrigation network. Farmers and farm 
cooperatives even say the system is technically inoperable, that pipes are 
bursting daily and it is impossible to irrigate in a qualitative way. Also, 
the redistribution of land (to form a contiguous whole) in the drainage area 
is far from completed and fields have not been arranged properly for irriga- 
tion. This work will not be finished for a long time. Added to this is the 
fact that irresponsible individuals along the system are tapping into it in 
chaotic fashion, there are disruptions, stealing of pipes and other equip- 
ment, and the system is said to be operating without official technical certi- 
fication based on tests and inspection. The system has cost 8.680 billion 
dinars and irrigation on about 20,000 hectares should have started a long time 
ago. Instead, only a few hundred hectares have been irrigated and construc- 
tion of the system has taken at least 13,000 hectares of arable land perma- 
nently out of production. The agricultural-industrial combine in Kosovo 
Polje intends to sue the system for crop losses suffered because of defective 
irrigation equipment and failure of the system. 


CSO: 2800/426 
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YUGOSLAVIA 


BRIEFS 


STRIKES IN BOSNIA-HERCEGOVINA--This year there have been 40 work stoppages 

in Bosnia-Hercegovina, mostly because of low personal incomes, undeveloped 
self-management, the failure to inform workers, operating with losses, etc. 
The council of the republic trade union federation was surprised over the 
report on the work stoppage by workers in the "Polet" work organization in the 
Tuzla “Tehnograd" enterprise working at present at a work site in Algeria. 

It is still not known exactly how many workers participated in the stoppage 
or whether it laster longer than 3 days, but it is known that the workers 
there are earning 17,000 dinars and that they stopped work when they heard 
that workers from the same collective but working in Libya are earning almost 
twice as much. In Bosnia-Hercegovina there are 100,000 construction workers, 
40,000 of whom have almost no work. [Text] [Zagreb DANAS in Serbo-Croatian 
30 Jul 85 p 40] 


BOSNIAN WORK IN LIBYA--The investment projects in Libya will continue to pro- 
vide work for enterprises such as "“Energoinvest,"” UNIS, "“Hidrogradnja," 
"Bosna," and "Unioninvest" from Bosnia-Hercegovina. for the next several years; 
this is of special importance when it is known that 35 percent of construction 
workers in this republic are unemployed and about 30,000 workers are on com- 
pulsory furlough. The only problem is that construction enterprises are not 
able to collect their bills [from Libya]; e.g., “Bosna” has $15 million out- 
standing for its services; "Hidrogradnja" and “Unioninvest" are in a similar 
situation and have had problems in collecting payments for several years. 
[Excerpt] [Belgrade PRIVREDNI PREGLED in Serbo-Croatian 22 Aug 85 p 3] 


UNEMPLOYMENT DATA--Since March of his year persons are being registered who 
are seeking employment, as well as persons who are considered actually un- 
employed according to the Social Agreement. This new practice has been in- 
stituted after at least a 10-year discussion about whether a person who has 
the opportunity to work--either on his farm or in an artisan shop, tourist 
facility, etc.--and persons who have refused employment through the SIZ 
(self-management interest community) for Employment should be treated as un- 
employed. Some seek employment through the SIZ only in order to get social 
welfare and other rights available for the unemployed or in order to keep 

a place in line for several years while they continue their schooling or 
work unregistered in agricultuial, artisan, or other sectors. But data shows 
that at present only about 80,000 of the total number who have registered 
would not be considered actually unemployed according to the criteria of the 
Social Agreement on Employment. At the end of May a total of 1,020,587 were 
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seeking work, 942,412 of whom were actually unemployed, broken down as follows 
(with latter figure in parentheses): Bosnia-Hercegovina 230,716 (212,339), 
Montenegro 36,885 (33,721), Croatia 120,010 (102,714), Macedonia 132,574, 
(130,432), Slovenia 13,442 (7,490), Serbia 281,013 (255,204), Kosovo 113,106 
(all unemployed), Vojvodina 92,841 (87,406). Of the total seeking work, 
364,402 were unskilled, 95,749 were semi-skilled and with lower school train- 
ing, 189,720 were skilled or highly-skilled, 314,457 had intermediate-level 
education, and 56,259 had advanced education. [Excerpt] [Belgrade EKONOMSKA 
POLITIKA in Serbo-Croatian 5 Aug 85 p 25] 


BAR PORT POTENTIAL--In the next 2 to 3 years the Port of Bar can achieve a 
goods turnover of about 4 million tons, compared to the approximately 2.5 
million tons now. The port's capacity is 5 million tons. It is on the thres- 
hold of complete financial consolidation since the problem of negative exchange 
rate differences amounting to about 15 billion dinars is being solved through 
federal regulations. This was said at a 12 August discussion with Veselin 
Djuranovic, member of the SFRY Presidency, Marko Orlandic, president of the 
Montenegrin LC CC, and Radivoje Brajovic, president of the executive council 
of the Montenegrin Assembly after the president of the business council of the 
Poart informed them of the results this collective has achieved in increasing 
annual goods turnover from 25 to 30 percent. [Excerpt] [Belgrade BORBA in 
Serbo-Croatian 13 Aug 85 p 3] 


INVESTMENT IN KOSOVO--In the last 4 years 160.9 billion dinars have been in- 
vested in Kosovo, 52 billion dinars of which were for financing overruns and 
108.9 billion dinars for new investment. During this period 10 percent of 
investments were granted in the field of industry, or 112.8 billion dinars. 
Expectations in pooling of labor and resources based on Federal Fund partici- 
pation were not met: instead of a planned inflow of 48.7 billion dinars, oniy 
11.6 billion dinars was made available. In the last 4 years 68 projects with 
an initial value of 41.5 billion dinars were completed. Although a 7.2 per- 
cent annual rate of investment was planned, in this period investments actually 
declined 14.6 percent annually as a result of inflation (there was a nominal 
annual increase of 24 percent). This decline was 16.3 percent in indsutry, 
4.6 percent in agriculture, and 38.4 percent in construction, and 7.3 percent 
in transportation. Another 52 projects are under construction, most of which 
should have been completed last year. This year 101,776, 200,000 dinars 

are planned for investment, part of which will be used to meet obligations for 
already approved programs, while part will be used for new investment. Prior- 
ity will be given to developing the “Dobro Selo" surface mine; this coal mine 
is technologically linked to chemical and electric power production and repre- 
sents a technological whole. With the completion of this project unprocessed 
lignite production will increase from 3.6 million tons to 8.5 million tons 
annually. A new facility at the “Trepca” Combine in Titova Mitrovica will 
form the basis for more efficient use of lead-zinc ore and the possibility of 
meeting contract obligations to foreign countries. Another capital investment 
facility is “Feronikal", the value of which was initially calculated to be 
four times more than that foreseen in the investment program. The Associated 
Bank of Kosovo has paid the fixed and guaranteed obligations to foreign coun- 
tries in the amount of $75 million for this facility. [Excerpts] [Belgrade 
PRIVREDNI PREGLED in Serbo-Croatian 14 Aug 85 p 7] 
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INVESTMENT INCREASES--From January to the end of May this year 512,869,000,000 
dinars were invested in fixed assets in the socialized sector in Yugoslavia, 
or 43 percent more than in the same 1984 period: Serbia 198,358,000,000 

(56 percent more’, Croatia 112,441,000,000 (35 percent more), Slovenia 

85 ,677,000,000 (43 percent more). Bosnia-Hercegovina 81,686,000,000 (42 per- 
cent more), Macedonia 19,682,000,000 (13 percent more), and Montenegro 
15,025,000,000 dinars (18 percent more). The largest increase in investments 
in fixed assets in this period was in Kosovo where 22,525,000,000 dinars was 
invested, or 77 percent more than in the same 1984 period. Of the 

512,869 ,000,000 dinars of total investments, most (389,104,000,000 dinars or 
65 percent more than last year) were self-financed; 91,049,000,000 were credits, 
and 32,715,000,000 dinars were made available by banks or other financial 
organizations. [Excerpt] [Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 

19 Aug 85 p 25] 


CSO: 2800/426 - END - 
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